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See on a well curb in 
the garden, a British sur- 
geon, Dr. Richard Shuckburg, 


watched reinforcements from 


New England arriving in motley array to 


join General Abercrombie’s forces before 
the attack on Ticonderoga in 1758. To the 
lively young surgeon, accustomed to dap- 
per, well-equipped British officers, the “rab- 
ble in arms” were objects of ridicule and in 
a spirit of mockery he penned the words of 
“Yankee Doodle,” adapting them to an air 
long popular in Europe. Eventually, how- 
ever, the derided Yankees had the last 
laugh, for “Yankee Doodle” was a rallying 
cry during the Revolution and became 
America’s first patriotic song. Nor were the 
British any longer amused when, after Bur- 
goyne’s defeat at Saratoga, the Americans 
lustily chanted “Yankee Doodle” as the sur- 
rendering troops laid down their arms. 

Fort Crailo where “Yankee Doodle” is 
believed to have been written was the manor 
house of Rensselaerwyck, home of the Van 
Rensselaer family on the east bank of the 
Hudson in the town which now bears their 
name. Kiliaen Van Rensselaer, wealthy dia- 
mond merchant of Amsterdam, began to 
acquire his property in 1630, only twenty- 


one years after Hendrick Hudson’s explora- 


tory voyage, and increased his holdings 
until his patroonship included more than 
700,000 acres. A director of the Dutch West 
India Company, the patroon never saw his 
vast estate which he named Crailo, or 
Crows’ Woods, but administered it by 
means of letters to his agents. 

Among the early settlers was a pastor, 
Domine Megapolensis, sent to “administer 
and perform divine service for 
the colony.” The house built 
for him and also used as his 
church may have stood on or 
near the site of Fort Crailo, 
for stones in its foundation 
bear the initials K.V.R. and 
the date 1642. 
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In 1886 a tablet was placed on Fort Crailo 
erroneously stating that the house was built 
in 1642 and was supposed to be the oldest 
building in the United States, but neither of 
these claims was correct. Though the exact 
date is not known, the present structure was 


probably built soon after 1704 and a rear 


codle 


wing added about 1762. The house was evi- 
dently intended as a stronghold for the 
walls are eighteen to twenty inches thick 
and there are loopholes for muskets. During 
the French and Indian War it was used as 
General Abercrombie’s headquarters. 

After belonging to the Van Rensselaer 
family for many years, in 1924 Fort Crailo 
was offered to New York State. It is now 
maintained as a museum by the State De- 


partment of Education. 
* * * 


The Home, through its agents and brokers, is 
America’s leading insurance protector of Amer- 
ican bomes and the bomes of American industry. 


* THE HOME « 
Srsweance Conypany 


Home Office: 59 Maiden Lane, New York 8, N. Y. 
FIRE 


: AUTOMOBILE ° MARINE 


The Home Indemnity Company, an affiliate, writes 
Casualty Insurance, Fidelity and Surety Bonds 


Copyright 1950, The Home Insurance Company 





Editorial 


Our November Elections 


ET US hope that in the elections before us the best qualified men and women are 
chosen for office. If they are, then it is up to them with the backing of the 


people to insist on discharging their constitutional responsibility as an independent 
legislative branch of the government. 


The term “must” legislation is an insult to Congress. The usurpation of congressional 
authority by bureaucrats must be halted. If we are to have the representative form of 
government our forefathers bequeathed to us then the legislative, executive and judicial 


departments of government must all cooperate. Each must be careful not to encroach in 
the other’s field of responsibility. 


The encroachment on the legislative branch of government by the executive branch 
is one of the reasons we are in the mess today. 


Let us elect people who will have the courage to discharge their own responsibilities 
and pride enough to resent any and every effort to usurp their authority. That is what our 


constitutional convention intended and if we would save a representative form of govern- 
ment that is what we must do. 


Such action is the highest respect for law. 


The Congressional election to be held in November is so important that every man 
and woman in the nation should be sure to exercise their right of franchise. This is not 
an appeal for preference of any one party but rather a plea for intelligent discrimination 


as to candidates so that the new Congress will be composed of the best men available. 


Let us hope that a record percentage of eligible voters will go to the polls on November 
7th. 


Wt. Han 


HENRY H. HEIMANN, 


EXECUTIVE MANAGER 
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TOMORROW IS IN THE EAST 


by |. F. BAKER 


Vice President & Treasurer, Westinghouse Electric International Company, New York 


we Americans and many other 
people in the world have been 
spoon-fed from the same bowl of 
misinformation about the East. Gen- 
erally, our knowledge has been com- 
piled from the experiences of ex- 
plorers, sailors and other venture- 
some individuals who carefully 
clothed the East in garments of ro- 
manticism and mystery, completely 
disregarding fact and, often, truth. 
Even the more intelligent have been 
misled in their estimation of the East 
by the imaginative pens of the Kip- 
lings and the Lafcadio Hearns. 
The East became a land of en- 
chantment #- rope tricks, snake 
charmers, people who were nice 
enough but so quaint as to exist in 
an entirely different world. In no 
sense were they considered to have 
any connection with people of the 
West. Until recently, it would have 
been heresy for anyone to advance 
the proposition that the people of the 
East hungered for the same security 
and had the same human goals as 
those in the West. Somehow or 
other the average person in the East 
became on one hand a somewhat 
cherubic character who accepted all 
things in good time and with good 
nature; and on the other hand a 
rather unfortunate individual who 
managed to exist under adverse con- 
ditions, sustained by a faith that sub- 
ordinated matter to the mind. 


Fs: more than a hundred years, 


HAT the people of the West 
never realized was that the 
East, which they had more or less 
relegated to the back street of civili- 
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zation, was not completely resigned 
to its fate. When, after seething with 
unrest for centuries, the East finally 
erupted, there was widespread sur- 
prise. 

Within only a few years the East 
has acquired an entirely new person- 
ality and its problem of securing for 
its people the good things in life is 
no longer separated from us by time 
or space. Look at any map and you 
will see that the East is right in our 
front yard. Look closer and you will 
see that separating us from the East 
is Russia—a very energetic country, 
especially proficient in turning basic 
human desires to its own advantage. 


Today, more than ever before, the 
East needs sympathetic understand- 
ing and to the United States, pro- 
jected into the position of world 
leadership, falls the task of providing 
it. We must make it our business to 
understand in great detail the eco- 
nomic problems and the aspirations 
of these people. Up to the present we 
have been very lax, and the fact that 
we have plenty of company among 
other countries of the West does 
nothing to improve the situation. 


I think you will agree that the first 
fifty years of this century have seen 
more progress in a_ technological 
sense than have all the previous 
years of mankind. It seems axio- 
matic that the shrinking of the earth 
by new methods of transportation 
and communication should also 
broaden our minds. Unfortunately, 
it has done nothing to broaden our 
concept of political science which is 
still of the most elemental type. It 
cannot even be considered primitive 


since it does not always follow our 
own best interests—our salvation as 
a democracy. Our eyes are closed to 
the fact that the East is in turmoil. 
We have been unable to prevent the 
creation of a dozen worlds of diplo- 
macy, and unable to understand that 
the problem of the East cannot be 
solved simply by guarding one of its 
gateways in Japan with thousands of 
troops and another gateway in 
Greece with millions of dollars. 


HE East has found freedom to its 

taste and realizes that to retain 
this cherished possession it must 
make the fullest use of time. The 
East will not wait for its problems 
to be solved by experts who seem 
more intent on economic explora- 
tions than on reaching constructive 
conclusions. Neither will it wait 


while innumerable conferees foment 
more cigar smoke than ideas. 
It is time for us to realize this and 
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take a definite stand. We must rec- 
ognize that fractional proposals cre- 
ate unfavorable reactions in the East. 
For example, the suggestion that 
$45,000,000 is sufficient to be of ma- 
terial assistance to upwards of a 
billion people is evidence that more 
thinking has been devoted to the 
coining of Point 4 as a slogan than 
to the devising of a solution to basic 
ternational economic problems. 


A COMMON fault of visitors to 
the East is their impatience at 
the slowness of negotiations with 
business men and government offi- 
cials. After having traveled exten- 
sively in India, I am convinced this 
impatience stems from an unaware- 
ness of the conditions under which 
government leaders and other offi- 
cials operate. 

The careful consideration that an 
[ndian official, for example, brings to 
a business deal is caused by the fact 
that not only his political life but the 
lives of thousands of people may de- 
pend on his decision—people who 
may die of hunger simply because he 
made a faulty decision on the alloca- 
tion of funds for machinery rather 
than for food. Mistake is an impos- 
sible luxury because these officials 
are always making decisions which 
are directly reflected in the success 
of their country’s emergence as a free 
and independent nation or its sub- 
mergence under the “protection” of 
1 neighbor. The countries of the 
East have emerged from this “pro- 
tection” and do not want a repeat 
performance of their centuries-old 
struggle. Despite pressure from Rus- 
sia, almost all have succeeded in 
maintaining governments opposed to 
communism and are presently en- 
gaged in the delicate maneuver of re- 
maining friendly to China although 
opposing her current political philos- 
ophy. Let us look at a few of these 
countries on our map of the world. 


ERE is India, home of 350,000,- 
000 people, already a great 
country when the legions of Alex- 
ander pushed to its borders. Today 
the imprint of Greek culture remains 
in India but no civilization of the 
past has been able to meet her num- 
her one problem of the ages — her 
food-growing ability. 
[ am glad to say that present con- 
struction work in India will bring 


new dams into existence to irrigate 
millions of additional acres. The 
highly organized Indian Govern- 
ment, which has consolidated the 
country, is now concentrating on 
power development, irrigation and 
fertilizer works which are expected 
to make the country self-sufficient in 
food by 1952. 

Pakistan, a country of about 80,- 
000,000 people, results from the divi- 
sion of old British India into five 
parts—Burma, Ceylon, East Pakis- 
tan, West Pakistan and India. This 
division left the two parts of Pakis- 
tan separated by 1000 miles of land 
but joined by water if the ship trav- 
eled 12 days around the southern tip 
of India. East Pakistan or East 
Bengal produces 1,000,000 tons of 
jute per year while West Pakistan 
including Sind Baluchistan and West 
Punjab, is cotton and wheat country. 
Pakistan needs machine _ shops, 
power plants, chemical factories and. 
most of all, jute mills, for with most 
of the jute in the world it has only 
two mills while near Calcutta, India. 
there are 148 mills. 


KIPPING over China, where the 
situation is a matter of headlines, 
we come to Japan which you might 
call a democracy ruled by dictator- 
ship appointed by democracy. You 
might also consider Japan an excel- 
lent example of how bureaucracy car- 
ries out its own ideas of business con- 
trol by operating business by decree. 
After a prolonged post-war recon- 
struction, the engine of the Japanese 
economy seems to be running 
stronger. However, if America were 
to withdraw, the Japanese Govern- 
ment might find that it had inherited 
an economy in which the standard 
of living might have to be drastically 
cut. 


A® FAR as the Philippines are 
concerned the road will be a 
long and hard one. There is a great 
need for power development here 
and until power is available we can- 
not expect the Philippines to be a 
bulwark of democracy. The sooner 
we realize that there must be a 
mould before we pour in ideas of 
concrete, just that much sooner will 
the Philippines become a bastion, 
rather than a threat to our lifelines. 

In the entire area of the East we 
have at best only contained. the 
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forces of communism and in many 
areas, notably China, we have re- 
treated and then to unprepared posi- 
tions. In the perimeter from Greece 
to Japan we have not been nearly as 
successful against the men in the 
Kremlin as we have in the perimeter 
from France to Norway. 

Some observers feel that our fail- 
ure to achieve better results in our 
tussle with communism is due to the 
fact that our aid programs are not 
integrated with our foreign policy. 
They point out that we move with 
strength in one direction and then 
cancel out the effectiveness of that 
move by another move in an entirely 
different direction. We _ rushed 
money, goods and military equip- 
ment to contain communism in Eu- 
rope. At the same time, however, 
we decreased our efforts to contain 
communism in the Far East. Incon- 
sistencies like these result from our 
failure to effectuate a foreign policy 
based on proceeding simultaneously 
along political, economic, ideological, 
sociological and military lines. What- 
ever policy we formulate, whether 
along economic or military lines, 
must be devised on a global rather 
than regional basis, and must have 
within it the elasticity to be adaptable 
to any front in the cold war. 

Moscow is on the alert, ready to 
use any deceit or seize any excuse to 
create greater strength for commun- 
ism in the East. Part of this deter- 
mination stems from her defeat. in 
the West by U. S. support : of 
Europe. Not content with half of 
Asia ‘and Siberia, Russia wants 
China, Japan, the Philippines, Indo- 
China, Siam, Indonesia, Afghanis- 
tan, India and Pakistan. According 
to Indian officials there are 500,000 
communists in that country, many 
of them in jail. Pakistan claims to 
have no communists but its jails are 
also awaiting followers of the party 
line. Indonesia has curbed com- 
munism with firing squads. Else- 
where in the East the agents of the 
Kremlin are very busy in their at- 
tempts to undermine existing gov- 
ernments. The situation is explosive. 


ARIOUS opinions have been 
advanced as to how the United 
States can assist the East in holding 
off the agents of the Kremlin. In my 
spare time, I have compiled a plan 


(Continiied on Page'39) 


20 TIMES 20 QUESTIONS—Part II 
(The Subject is Human) 


the ever-interesting Jones, our 

customer, and our task of de- 
termining what we may expect from 
him in the way of discharging his 
debt-responsibilities, we emerge 
from the dank and gloomy regions 
of Design to Defraud which we ex- 
plored last month and gain the ex- 
pansive but not always solid ground 
of Intent to Pay. 

It is obvious that many changes 
take place in this territory which 
are not visible to the eye and it is 
a pity indeed that, as we found last 
month, it cannot be explored by di- 
rect observation. Jones’ intentions 
are, like many other things that 
are going on inside him all the time, 
a fascinating subject, and for that 
reason we have a hard time to re- 
frain from making speculations 
about them. 

For speculations have no place in 
a scientific approach to our subject 
and speculations they would have to 
be if we insisted upon trying to ex- 
plore Jones’ intentions directly. You 
couldn’t put your finger on an in- 
tention if you spent all your time 
trying. Our sole interest is the 
extent to which we may expect him 
to carry them out. To do that we 
have to study how successfully he 
has been carrying out past inten- 
tions about debts and a few other 
things, how consistently he has fol- 
lowed through, how tough the prob- 
lems were and how tough they are 
likely to be. 


Pie ever our examination of 


i problem of the inseparability 
of the wish or intent to pay and 
its execution will be sharply pointed 


6 


by HELEN M. SOMMERS 


Credit Manager, Trojan Hosiery Mills, Indianapolis 


up if we look at the negative side 
of debt-paying for a few minutes— 
the unhappy territory where the in- 
tent to pay was not carried out. 

Bankruptcy may be thought of 
as a no-man’s land in which sharp 
lines of demarcation cannot always 
be drawn between fraud and mis- 
management, nor indeed between 
the wish to pay, the effort expended 
to carry out the wish, or the effec- 
tiveness of the means employed. 

The whole field of bankruptcy 
provides us with dramatic illustra- 
tions of the idea at which these ar- 
ticles have been pounding away: 
that “character” and “capacity” are 
not separate air-tight compartments 
within a man. The wish to pay, the 
effort to consummate the wish and 
the methods used all influence each 
other and emerge as total behavior. 
The wish, tied up at least tempo- 
rarily with the profit incentive, mo- 
tivates the effort, the effort sug- 
gests the method; and the effective- 
ness or ineffectiveness of the method 
reflects back upon and influences 
both the wish and the effort—some- 
times negatively, sometimes posi- 
tively, depending upon the indi- 
vidual. All that is directly observ- 
able are the activity and the end- 
results. Where then can we find 
“character” and “capacity” as sep- 
arate entities? 


SIDE from the few that are 

deliberately planned in ad- 
vance, bankruptcies primarily result 
from mismanagement—i.e., failure 
to anticipate and solve the problems 
affecting the liquidity of the busi- 
ness. Usually up to a certain point 


in the downward trend of his busi- 
ness the debtor, at the time of con- 
tracting debts, fully expects to pay 
them. But in any given case, no one 
can measure in certain terms what 
the debtor, once the avalanche 
started rolling, may have done or 
left undone in order to protect his 
own interests at further ultimate 
cost to his creditors. 

True, the more flagrant trans- 
gressions which actually violate the 
law are usually but not always 
brought to light in bankruptcy hear- 
ings. (Apathy and listlessness of 
creditors themselves has much to 
do with the fact that more of them 
are not exposed.) Questions in last 
month’s chapter were in part aimed 
at spotting those debtors whose rec- 
ords indicate that they may have 
transferred assets fraudulently, con- 
cealed them, or otherwise deliber- 
ately attempted to carve out a little 
slice of turkey for themselves be- 
fore the carcass was turned over to 
creditors. As found in actual cases 
of bankruptcy, most of these 
schemes, so the fraud investigators 
agree, appear to have been hatched 
some time after the business began 
to show downward trends. 


UT if we fence off one area of our 
no-man’s land and corral there 
all the overt and detectable acts of 
fraud in bankruptcy, we still have 
the bulk of the area left, where far 
more subtle moral issues are in- 
volved but where lines of distinction 
cannot be sharply drawn. 
The case of Jones reaches the 
bankruptcy courts: Did the realiza- 
tion that the ship was sinking strike 
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him without warning sharply at 
9:30 A.M. on the preceding Tues- 
day? Or had he noticed that she 
was listing quite a long time be- 
fore? And then did he become more 
and more certain of it as he noticed 
the stubborn lopsidedness of things 
that normally right themselves when 
a tossing ship returns to even keel? 
In sensing disaster at what point, 
exactly, did he pass from uncer- 
tainty to certainty? 

How many debts did he contract 
after he was fairly certain of his 
inability to pay them? Did he waver 
between certainty and uncertainty 
in order to salve his conscience as 
he committed himself to new debts? 
What personal motives may have 
influenced his selection of the debts 
he did pay off in the period of near- 
certainty and certainty up to the time 
the petition was filed? How long 
after he recognized that the ship was 
foundering did he continue to let 
his daily operating expenses, includ- 
ing his own salary, eat into poten- 
tial salvage for creditors before he 
notified them that all was lost? If 
he waited until the ship settled in 
six feet of silt had he realized what 
was happening early enough to 
S.0.S. for help? 


E can find no answer to 

these questions. For they 
involve primarily what was go- 
ing on inside Jones’ skin— 
a continuous process which Jones 
himself, much less his creditors, 
would have trouble marking off 
into distinct stages and periods. 

And somewhere in the progress 
of failure the intensity of the wish 
to pay and the intensity of the ef- 
fort being expended to carry it out 
undergo some modification—slight 
in some instances to very great in 
others. In any given case of bank- 
ruptcy who can say that a shade of 
extra effort might not have sug- 
gested new methods of attack? Who 
can gainsay that that extra effort 
might have been expended had not 
the debtor somewhere along the line, 
in the face of failure, lost interest in 
carrying through and in paying his 
bills? 

How hard did our captain of the 
sinking ship work to man the pumps, 
shift the cargo and unload the bal- 
last? How soon did he heave a sigh 
and say, “If she’s going to sink I 
can’t stop her?” After the ship has 


This article is number seven in a series of thirteen on the general 
subject of scientific credit analysis. Attacking the problem from 
the viewpoint of a student of semantics the author, in the first 
three articles, developed the crucial question which must be 
answered before a valid credit judgment can be made. The next 
three articles and this one have proposed subsidiary questions 
which must be answered in order to arrive at the correct answer 


to the over-all question. 


sunk who can answer those ques- 
tions? And before she sets out on 
her voyage who can predict how 
valiantly the captain will behave in 
an emergency unless you know 
something about the tests to which 
the captain’s valor has been put in 
the past? 


HIS brings up an interesting 

point—that of the influence of 
circumstances upon debt-paying 
habits, and the fact that what we 
term honesty or dishonesty in re- 
lation to paying debts is not a thing 
permanently residing within us, 
static and inflexible, but a way of 
behaving. And while our behavior 
follows patterns molded by habit, it 
changes too with changing circum- 
stances and events. 

Even after we have determined 
to our reasonable satisfaction, by 
means of questions like those sug- 
gested in the preceding chapter, that 
Jones is not out to cheat us, or that 
he never was involved in fraudulent 
bankruptcy—indeed, if he were 
never involved in any bankruptcy 
whatever, we cannot proceed to the 
easy assumption that the problem 
of “honesty” for him is forever set- 
tled. 

What circumstances are likely to 
confront Jones that might challenge 
his intention to pay? What chal- 
lenges have already confronted him? 
Maybe debt-paying up to this point 
has never given him any real prob- 
lems. As I once heard an old-fash- 
ioned preacher say in a moralizing 
sermon about Hell-destined danc- 
ers, “You can’t give a man credit 
for staying away from dances if he 
has a peg leg.” And you can’t give 
a customer credit for a clear record 
unless he has withstood some real 
tests. And you can’t predict how he 
wil! meet probable future tests un- 
less you have some means of com- 
paring them to the severity of tests 
he has already met. 

One of our customers who stops 
occasionally at my desk for a chat— 
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a fine old self-understanding gentle- 
man—brought this to my attention 
with a significant remark: “I don’t 
know how honest I am. I have never 
been tested for a million dollars.” 

To the best of my knowledge he 
had met all the tests, and not al- 
ways easy ones, to which his debt- 
paying intentions had been put dur- 
ing his 60 years of living. True, in 
his remark he named high stakes, 
but what I think he was trying to 
say was that the pressure of cir- 
cumstances, if great enough, may in- 
fluence any of us to compromise 
some principle upon which we have 
acted in the past. 


HATEVER we refer to when 

we more-or-less loosely use 
that word character, it is not “the 
Rock of Gibraltar upon which the 
waves of circumstances beat in 
vain.” Nothing in this world is that 
immutable, not even the Rock of 
Gibraltar! It is a dangerous myth, 
credit-wise and otherwise, this con- 
cept of “character” as a hunk of 
something within us (within some 
of us but not others!) and some- 
thing that is adamant and unchange- 
able if we “have” it. 

Man’s behavior (which is all that 
we can know about character) is 
the external and observable portion 
of very complex activity going on 
in his nervous system. This activity 
is a continuing process. It is true 
that a man’s habits grow into pat- 
terns or tendencies that greatly in- 
fluence his further behavior. We 
may, if we like, think of these ten- 
dencies as character—tendencies de- 
sirable or undesirable from our 
creditor point of view as they are 
observed in his behavior. But the 
patterns are not frozen and im- 
mutable. Given enough wind and 
wave, sleet and snow, surprising 
erosion takes place even in granite. 
Let us sweep aside our befogging 
pronouncements and look clear-eyed 
and unhampered upon our interest- 
ing, essentially good, but never in- 
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fallible or unchangeable Jones. 
What goes on inside his skin we 
will leave to take care of itself. We 
will observe his external behavior 
past and present, keeping a weather 
eye on the wind and the waves that 
affect it. 


HE questions following will ex- 

amine (1) the extent to which 
our customer has been exposed to 
events which may have made pay- 
ment difficult; (2) his success in 
meeting those tests; (3) his rec- 
ord of occupational tenacity as a 
key tn general habits of follow- 
through; (4) general responsibili- 
ties which he has met; (5) current 
demands upon his personal finances 
which might compete with payment 
of his business debts; (6) his work- 
habits; (7) trend of his behavior 
with respect to (2), (3), (5), and 
(6). Equipped with these answers. 
we will have some basis for com- 
parison when we try to predict 
whether Jones will be able to meet 
probable future tests as they are 
indicated by the trend of his own 
business and by general business 
activity, subjects to be examined in 
later chapters. 

It will be recognized that “Jones” 
has come to symbolize the principal 
of a business (owner, partner, of- 
ficer, etc.). Naturally when more 
than one principal controls the af- 
fairs of a business, as in the case of 
partnerships and corporations, the 
record of each should be examined 
in the same manner. As in the ques- 
tions presented last month, the ones 
in heavy type are over-all questions 
to be answered only after the ones 
that follow them have been answered. 


OW severe have been the 
business-survival and debt- 
discharging tests which he has 
encountered? How were these 
tests met? In meeting them what 
is his historical trend of success, 
long range and more immediate? 
Is his experience as principal of 
a business limited to the years fol- 
lowing the end of World War II? 
Did any business of which he was 
principal fail during that time? 
Has his experience as principal 
of a business been limited to the 
years since 1940? Did such business 
fail while he was principal? Did the 
industry of which it was a part fol- 
low the characteristic general pat- 
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tern of few failures since 1940? Did 
the failure follow stoppage of ma- 
terial and supplies, or merchandise, 
during the war? If so, did most sim- 
ilar businesses convert to other lines 
or to war work? Did failure result 
from inability to reconvert? Had 
the business realized profits during 
the war period? Did it fail to set 
aside reserves for reconversion? 

Was he principal of a business 
unit during the severe depression 
years of 1930-1934? Or in the less 
severe but still depressive years 
1934-1938? Did the business of 
which he was principal survive that 
period? Did it pay creditors in full? 
Was it the unit we are analyzing, 
or another? 

Since 1938 has the particular in- 
dustry of which this business is a 
part suffered any severe general 
set-backs characterized by wide- 
spread operating losses? Slow pay- 
ments? Failures? Was the principal 
active in this unit during that pe- 
riod? Did it fail? Break even? Earn 
profits? Pay on time? Maximum 
slowness? 


IMPORTANT 
ANNOUNCEMENT 


See page 32 


EFORE 1930 did this or any 

other business of which he was 
principal at the time fail to pay its 
creditors in full? Was economic ac- 
tivity at that time favorable to busi- 
nesses in the same industry? To 
business in general? Was it, on the 
contrary, a time of many other fail- 
ures in that industry? 

While under total or partial cun- 
trol of this principal has this busi- 
ness at any time survived a serious 
stoppage of business resulting from 
fire, flood, strike, epidemic, etc.? 

Did this business while he was 
principal at any time reverse a con- 
sistent downward trend in liquidity 
as revealed by successive financial 
statements, or any unfavorable trend 
as indicated by payments or gen- 
eral information? If so did such an 
upswing coincide with an important 
upswing in general business as 
shown by activity indices; or an up- 
swing in similar businesses in that 
particular industry? Did it, on the 
other hand, occur while general 
business was on the downswing? 


Or holding fairly even? Preceding 
its reversal did the downward trend 
of this unit occur under the leader. 
ship of the principal? Or another? 
In which direction was the trend of 
general business and of the industry 
during that period of downward 
trend? 

Did this principal, as an individ- 
ual, or as principal of a business 
unit, ever pay off liabilities from 
which he had previously been dis- 
charged in bankruptcy? 

Do the answers in this section 
when considered chronologically 
suggest a trend toward facing and 
successfully solving the problem of 
paying debts in spite of serious diff- 
culties ? 


HAT evidences of occupa- 
tional tenacity has _ he 
shown? 

If his experience as principal of 
a business is less than ten years, for 
how many employers, excluding the 
armed services, did he work before 
that? In what length period, as cov- 
ered by the credit information avail- 
able? What was the average length 
of tenure? A year or less? Two! 
Three or more? Was the trend to- 
ward shorter or longer tenure? Was 
he in the armed services? How 
long? What rank? 

Did he engage in widely differen 
lines of occupation in his employ- 
ment period? How many are indi- 
cated? Has he engaged as principal 
ia businesses of widely differing ac- 
tivities? How many? In either case. 
were any of his activities in lines o! 
business similar to the operations 01 
the business being analyzed? 

In how many businesses, includ: 
ing this one, has he been a principal! 
During a period of how many years: 
How long did he act as principal 
in each case? Does the interval be- 
tween changes tend to grow longer! 
Shorter? Remain about the same! 
How long has he been principal of 
this business? Is this longer or 
shorter than previous connections. 
including his period of employment: 

How many business units have 
discontinued operations for an) 
cause while he was principal. In how 
many years? What is the frequency 
trend of such instances? In how 
many of such cases were creditors 
not paid in full? How long ago wa: 
the latest failure? 

(Continued on Page 30) 
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is “Why Are There So Many 
Business Failures?” This 
question immediately begs another: 
“Are There Many Business Fail- 
ures?” Unless we know whether 
many failures are occurring or 
whether failures are on the increase, 
a discussion of causes is merely 
academic. Therefore we first ask: 
Are there many failures? The 
answer depends on the comparative 
point in time which you select. If 
you are viewing only the war years 
and the immediately following pe- 
riod the answer is “Yes”; if you 
have in mind the depression period 
of the 1930’s or before the answer 
is “No.” But, as we shall see, the 
evidence clearly indicates a rising 
incidence of failures at the present 
time. Therefore, in my opinion we 
have-a valid condition to discuss. 
Business failures include indus- 
trial and commercial enterprises 
which have discontinued operations 
with a resultant loss to creditors, 
businesses involved in court actions 
such as receiverships, reorganiza- 
tions or rearrangements which may 
or may not lead to discontinuances, 
and businesses reaching voluntary 
compromises with creditors which 
hecome a matter of public record. 


i question we are to discuss 


NE condition of today’s econ- 
omy that stands out in marked 
contrast with the past, say twenty 
years ago, is the great increase in 
government spending:and the result- 
ing creation of high deficits. This 


circumstance, whatever you and I 
may think of its distant implica- 
tions, has tended constantly to in- 
crease the available currency in cir- 
culation and thus maintain a high 
price level. We may all be making 
a living doing each other’s washing, 
as the fable goes, but at least sufh- 
cient of the necessary medium 
passes through our hands to keep 
us reasonably happy. 

The effect of our program of 
social security and group supports 
in all its various aspects (unem- 
ployment insurance payments, old 
age benefit, the various payments 
made to farmers, and other sub- 
sidies) has undoubtedly been a sub- 
stantial factor in maintaining the 
level of consumer purchasing power 
and demand, thus the general price 
structure, and in averting failures. 

Another distinguishing condition 
of today’s economy is the unrest of 
labor, which, in spite of the hard- 
ship it has caused industry and the 
problems which have arisen from 
its demands, has succeeded in pre- 
venting an oversupply of the product 
of industry at any one time, and has 
had a direct influence on the con- 
tinuing scarcity of goods, thus help- 
ing to maintain the price level and 
producing a paradoxical element of 
stability in our economy. Realizing 
that labor’s demands on concerns 
within an industry are fairly uni- 

e 


This article is adapted from an address 
which Mr. Warner delivered before the Paint, 
Varnish, Lacquer and Wallpaper group dur- 
ing the 54th annual Credit Congress. 
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form and that acceding to them 
would not place one at a competi- 
tive disadvantage, management has 
not always hesitated long in grant- 
ing higher costs. It apparently has 
not been too hard to pass on the 
increased costs into selling prices. 

These factors, government spend- 
ing, together with increasing social 
security benefits and labor unrest 
with scarcity created thereby have, 
doubtless with the aid of many other 
elements, such as deferment of ex- 
penditures and enforced savings, 
contributed to the growth and ap- 
parent perpetuation of a high price 
level. Studies have indicated that 
there exists an inverse relation be- 
tween the level of wholesale com- 
modity prices and the index of 
business failures. This being true, 
those economic forces which have 
tended to support the price struc- 
ture have also reduced the number 
of business failures which, under 
other conditions, would have 
occurred. An economic atmosphere 
in which demand exceeds supply is 
largely noncompetitive, and mar- 
ginal enterprises, which would 
otherwise succumb, are able to con- 
tinue. 


USINESS failure statistics must 

be considered in many lights. 
Failure statistics in terms of the 
average liability per failure should 
not be compared with prior pe- 
riods without giving consideration 
to the changing value of the dollar. 
Furthermore, recorded business 
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failures do not include those where 
no loss was sustained by the cred- 
itors. We do not know how many 
businesses have discontinued with 
loss of investment and savings to 
the principals and thus were eco- 
nomic failures as business units but 
which involved no loss to creditors. 
We do know that personal savings 
greatly increased during the war 
period, and it is very probable that 
many failures have been met from 
these reserves, and our available 
statistical sources have no record 
of them. The effect of the govern- 
ment program of veteran benefits 
on the trend of business failures 
which might otherwise have devel- 
oped is another unknown factor. 

We know that the changes in the 
bankruptcy laws permitting reor- 
ganization of corporations in federal 
courts, as well as the numerous 
other laws, rules, and regulations of 
the various governing bodies, have 
influenced the success or failure of 
businesses and have served to cush- 
ion or accentuate economic trends, 
but the measurement of the effect 
is extremely difficult. 

One particular example might be 
given of the complexity of the 
economic situation today. You may 
think of increased and excessive 
taxes as an immediate and apparent 
cause of business failure, but Roy 
A. Foulke, writing in the maga- 
zine “Banking” for March 1949 on 
“The Return of Competition,” states 
that 


“One little recognized but very 
important factor will help the 
established but unprofitable busi- 
ness in 1949, That factor . 
is our Federal income tax law.” 
Mr. Foulke continues by point- 

ing out how the application of the 
carry-back provisions on losses and 
the refunds or credits obtained 
therefrom may save a_ business 
which might otherwise have failed, 
and gives unidentified examples 
based on 1947 experience. A loss 
on 1947 operations of $7,500,000 
resulted in a final net loss charged 
to surplus of $3,409,000 through 
the recording of refundable federal 
taxes on income of prior years 
arising from the carry-back of op- 
erating loss. Another example indi- 
cates an operating loss of $10,160,- 
000 reduced to a net charge of 
$2,460,000 against surplus. Except 
for provisions of the federal income 
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tax law in both cases, a business 
failure would have resulted. These 
are but two examples of what have 
probably been numerous cases. Even 
where failure was not imminent, the 
cushioning effect of the loss carry- 
back on the cost of conversion has 
been very beneficial. 

I believe you will now agree that 
business failures cannot be con- 
sidered by thinking of people as cold 
figures standing in a table or on 
graph, but must be viewed in the 
light of numerous related condi- 
tions of which we have mentioned a 
few, government spending and the 
inflationary tendency, the social se- 
curity program, labor unrest, and 
the scarcity of goods, unrecorded 
failures which have been cushioned 
by investment from accumulated 
savings, the effect of the modified 
bankruptcy law, and federal tax 
regulations. 


UR study of business failures 
and their frequency in the light 

of the constantly changing economic 
background, however, does not 
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modify one outstanding fact. Busi- 
ness enterprises do occasionally fail, 
and no failure takes place without 
there being good and sufficient rea- 
son or reasons which have gotten 
beyond the ability of management 
to cope with. Why then, in spite of 
the conditions we have mentioned, 
that tend to lessen or cushion the 
number of business failures, has the 
trend been upward in the last few 
years? 

First, let us consider briefly the 
characteristics of most businesses 
that fail. 


N size, most businesses that fail 

are small. The Department of 
Commerce survey made of busi- 
nesses discontinued during the sec- 
ond quarter of 1949 showed only 
4% had 20 or more employees, while 
a majority had 3 or less. Yet it has 
been pointed out that 92% of our 
business units are small, 45% of job 
holders work for small business, and 
34% of the sales dollar business is 
done by small business. It is this 
small business which, in its opti- 


mism and enthusiasm of being inde- 
pendent, is most likely to expand 
beyond its basic capital position, 
forget collections in the making of 
sales to unwise credit risks, lack the 
facilities to render the service neces- 
sary to meet competition, and lack 
adequate records to keep manage- 
ment informed. Management is apt 
to be so busy driving that it forgets 
to look up and see the road it is 
traveling or is blind to the warning 
signs posted on the way. 

Most businesses that fail are 
young. Inadequate management and 
the apparent causes of failure re- 
sulting therefrom usually emerge 
in the first few years of the life 
of the enterprise. This is borne 
out by studies which find that ap- 
proximately three-quarters of all 
business failures were enterprises in 
business five years or less, while 
half failed after being in business 
only three years or less. 

Published figures indicate a large 
influx of new business since the war. 
The largest rate of increase was in 
1946, when the number of listings 
was 15% over the previous year. 
The rate of increase in the number 
of business enterprises listed has 
steadily declined since then, and 
the number at the end of 1949 had 
increased slightly by a little over 
2% from similar figures in 1948. 

It being true that most failures 
take place among new and inexperi- 
enced businesses it naturally follows 
that the rate of failures would fol- 
low by a few years the growth in the 
number of new enterprises. That is 
exactly what the findings indicate. 

In addition to the influx of new 
and small enterprises, there have 
been other factors which contribute 
to the increasing number of fail- 
ures. In spite of many alleviating 
economic factors, some government 
controls have been removed, com- 
petition has tended to return in 
many fields, scarcities in some lines 
have given way to ample supply. 


HAT of the future? It is 
obvious that we may expect 
a decline in the number of failures 
attributable to new and inexperi- 
enced management. The weeding 
process is taking place and the rate 
of addition is declining. However, 
what of the other factors? 
We have been discussing pri- 
marily the general characteristics 
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and conditions leading to business 
failures today. Now, let us turn our 
attention to specific causes. 

A study of the causes of business 
failures in the United States during 
the second half of 1949 indicated 
the symptoms or immediate causes 
classified as to the basic or under- 
lying cause. It was found that 
5.6% of business failures result 
from neglect of business due to bad 
habits, poor health, marital diffi- 
culties, or other reasons. Fraud 
on the part of the principals, such 
as the irregular disposal of assets, 
preparation of false financial state- 
ments, account for 2.8% of the 
failures. Thus, over 8% of failures 
result from some defect, physical or 
mental, in an individual and his per- 
sonal relationships. 

A little over 2% of all failures 
resulted from some disaster such 
as fire, burglary, employees’ fraud, 
strikes, and the like. A large num- 
ber of these causes might have been 
provided against through insurance 
and perhaps would have been so pro- 
vided for by competent manage- 
ment. No indication of the cause of 
failure was indicated for a little 
less than 2% of the cases tabu- 
lated. 

The remaining 88% of business 
failures are indicated to have re- 
sulted from managerial inadequacy 
or incompetence. This failure on 
the part of management may be 
evidenced by inability to avoid one 
or more of the conditions or imme- 
diate causes, a few of which we 
shall now segregate and briefly 
discuss. 


HE obvious symptom first 

thought of is excessive liability 
or lack of working capital. Many 
are the decisions of faulty manage- 
ment that can lead to this condition. 
Perhaps excessive salary or dividend 
withdrawals have been permitted 
by management in the past. Specu- 
lation in the merchandise against 
wholesale price fluctuations may 
have been indulged in. Shortage of 
working capital may be the result 
vf over-expanded plant and facilities 
vptimistically made during a period 
of unusual activity by a management 
unable to judge the requirements for 
normal conditions, a difficulty which 
may have been accentuated through 
the use of borrowed capital. 

A common symptomatic cause of 


PAR CLEARANCE SCORE SHEET 


(“Member” indicates member of the Federal Reserve System) 


————ON PAR LIST——————- Not On 

Date Total Banks Total Member Non-Member Par List 
Dec. 31, 1942 14,123 11,413 6,670 4,743 2,710 
Dec. 31, 1943 14,021 11,492 6,729 4,763 2,529 
Dec. 31. 1944 13,989 11,544 6,806 4,738 2,445 
Dec. 31, 1945 14,002 11,869 6,877 4,992 Zane 
Dec. 31, 1946 14,043 11,957 6,894 5,063 2,086 
Dec. 31, 1947 14,078 12,037 6,917 5,120 2,041 
— 31, 1948 14,072 12,061 6,912 5,149 2,011 
c. 31, 1949 14,051 12,178 6,887 5,291 1,873 
a 30, 1950 14,039 12,178 6,880 5,298 1,861 


On June 30, 1950 all banks in the District of Columbia and the following 
29 states were on the Federal Reserve Par List: 


Arizona Maryland Ohio 
California Massachusetts Oregon 
Colorado Michigan Pennsylvania 
Connecticut Montana Rhode Island 
Delaware Nebraska Utah 

Idaho Nevada Vermont 
Indiana New Hampshire Washington 
Iowa New Jersey Wisconsin 
Kentucky New Mexico Wyoming 
Maine New York 


In the other 19 states the numbers of non-par and par banks were as 


follows: 
Non-Par Par 
State Banks Banks 
West Virginia....... 1 179 
[a re 2 885 
INO olor erases n/n 2 608 
WAPI osiicic's 0,010 5-50 a 309 
Oklahoma.......... 8 376 
gS en eae 55 846 
MEMO cGececccasa OE 127 
WPIGROUER < o6:a.cecias a’ 66 528 
North Dakota...... 87 63 
South Carolina...... 88 63 


Non-Par Par 

State Banks Banks 
"TGHHECSREOs oi dec cs 91 203 
V1 re 96 129 
*South Dakota...... 98 71 
i 103 59 
North Carolina..... 113 96 
APIANGEAR. ... 6 ccc: 123 109 
Mississippi......... 161 40 
ee 287 110 
Minnesota.......... 414 266 


* All items $10 and under payable at par 


business failure is the problem of 
inventory. The inventory may be too 
large, and the turnover too small for 
the size of the business and amount 
of available working capital. Per- 
haps this situation is confined to cer- 
tain lines where styles and demand 
have changed and management ex- 
ercised poor judgment of future 
markets in overstocking. Perhaps the 
inventory is basically sound and 
sales effort should be redirected 
along certain lines. A management 
young in experience, but enthusias- 
tic, in the height of its optimism may 
have judged future sales far too high 
and the competition less significant 
than it may have proved to be and 
provided an excess inventory accord- 
ingly. The inventory may represent 
the result of speculation as to whole- 
sale price trends rather than the re- 
quirements of the primary objective 
of the business, selling that merchan- 
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dise. A large inventory creates an 
inflexible condition and makes ad- 
justment to changing circumstances 
difficult. 


YOUNG business is apt to be 
A inclined towards “sales” mind- 
edness, thinking profits are made 
when sales are completed, and for- 
getting that the final outcome is 
not known until the receivable cre- 
ated by the sale has been collected. 
We therefore find that the unwise 
extension of credit to unsound cus- 
tomers resulting in uncollectible or 
slow receivables is many times a 
large contributing factor towards the 
failure of a business enterprise. 

A competitive weakness as indi- 
cated by inadequate sales may arise 
from lack of aggressive sales effort 
or from failure to give service and 
meet competitive conditions. Inex- 

(Continued on Page 28) 
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LPT CHIS account carried a good 
profit and was highly rec- 
mended by our salesman .. . 

but when I saw the place it was 

very dirty, and Smith didn’t look 
any better . . . if I had seen the place 

I would not have—” 

Of course he wouldn’t have. 
Smith had been in trouble for 
months. Then the glass crutch he 
leaned too heavily on broke and he 
had to give up. 

Why didn’t the salesman know? 
Well, friends, even if you’ve never 
been salesmen, let’s be charitable. 
If he hadn’t yet learned to look be- 
yond his order book, put it down 
to inexperience. After all, he’s paid 
to sell. 


Eeene reports on Smith? Sure, 
they had some; no statement, 
though. Here’s what one said: age 
thirty, bought the place a year ago, 
previously variously employed, es- 
timated worth $15,000. And it sum- 
arized: payments slow, debt heavy, 
volume down. 

If you are in the habit of only 
scanning the synopsis of a report, 
chances are that $15,000 would sort 
of stand out. But if you read on 
you see where they say the stock 
was worth about a thousand dollars 
and the fixed stuff between ten and 
fifteen. Chattel or deed of trust on 
it? Silence. Bank debt? Maybe 
not; it says here: “In the past it 
was necessary for him to get a bank 
loan, and was somewhat slow in re- 
tiring that.” Hmpff—the bank got 
out ? 

Once upon a time an agency man 
publicly admitted that they occa- 
sionally put out reports which, in 
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TAKE A LOOK 


---or take a chance 


by ROY E. RODDY 


vulgar parlance, might be termed 
“stinkers.” Maybe this was one. It 
didn’t say where Smith got the 
$15,000, but, to be fair, it didn’t 
say the place was free of debt, 
either. It just didn’t say, period. 
Well, -it’s free of debt now—the 
$13,000 chattel holder has it clear. 


O, AS to unsupported or in- 
complete information, the moral 
seems to be: “Read it and check,” 
or—later—“Read it and weep.” 
You do have a choice, you know. 
It isn’t like the boy who was asked 
by his girl’s Dad whether his inten- 
tions were honorable or not. The 
lad replied in amazement, “Do you 
mean I have a choice?” 

In this case the credit man’s choice 
lay between taking a look and tak- 
ing a chance. The wrong choice cost 
his firm about $250. Nothing to get 
steamed up over, you might say; 
but “it ain’t the money, it’s the prin- 
ciple’ that we are talking about. 
Yet, come to think of it, in his 
business that was no trifling sum to 
kick overboard. 

If we weren’t afraid the editors 
may be allergic to anything that 
sounds like a commercial, we'd elab- 
orate a bit. Look, we’d say, how 
much stuff would you guess they 
have to sell to net that much? At 
least twenty-five tons—fifty thou- 


$250 in 
PRIZE .... 
See page 32 


sand pounds. Takes two of those 
big fourteen-wheel trailer jobs to 
haul that much. With fixings, that’s 
enough for a Sunday dinner for 
everybody in Camden, N. J., who 
stayed at home; and there’d prob- 
ably be a cold snack left for those 
who came back late. And, we’d add. 
figuring a half pound a person, the 
net profit from each family of four 
might be as much as one cent—one 
cent a family. Which may be why. 
in that business, magnifying glasses 
are standard auditing equipment. 

Why are profits so slim? you 
might ask. Because there is no con- 
trol over raw material which nor- 
mally is ample; often more than 
ample. It must be used when ready. 
A fat pig (or steer) won’t diet ; he’ 
keep right on eating his head off. 
and his owner’s profit with it. Five 
little words condense the rest of the 
answer: “Sell it or smell it.” 

(Note to Editor: Detour ends 
here. The rest is strictly on the 
up-and-up. ) 


REDITED to—or charged 

against—our Chinese brethren 
is the time-worn saying: “One pic- 
ture is worth ten thousand words.” 
Is it? We know of a file, now 
gathering dust, that has both the 
picture and the words—though not 
quite ten thousand of them. Let’s 
look at it. This is no paltry thing 
like Smith’s—this is a $900 picture. 
Old masters have gone for less. It’s 
postcard size, pasted to the inside 
of the folder. There are two views 
One shows the plate glass white 
marble trimmed front with impos- 
ing canopy, and the other gives a 
glimpse of the swanky interior, with 
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“beautiful balcony for banquets. 
It was, so the caption reads, “The 
Superb Air Conditioned Restaurant 
of Delmar Beach.” 

And the thousand or so words— 
plenty were in the agency report. 
No stinker, that one. Well, you 
ask, if they had both the picture and 
the words, what happened? Only 
that it was at the post-mortem they 
got the picture. And it was just a 
picture; they’d never had the look. 
There is a difference, you see. 


ERIOUSLY, if we take our 

proverb and read it in this wise 
—one look is worth a dozen reports 
—you may agree it makes sense. 
[n Smith’s case this was literally 
true. And there are some credit men 
who say that no analysis of a risk 
is every fully done without the 
“look.” But they are careful to add 
that, in most cases, the look is no 
more a substitute for the words 
than are the words (reports and fig- 
ures) a substitute for the look. 

Sure, the salesman takes a look 
—often. He can tell you what he 
sees. Isn’t that good enough? They 
say not. His are not credit eyes; 
they are sales eyes. He sees, for 
example, the shiny McCaskey reg- 
ister. Nice article; costs plenty, 
too. Those fellows who sell them 
get fat commissions. Liberal ex- 
pense accounts, too; not like mine. 
The credit man sees it. What’s in 
it? Looks to be maybe a hundred or 
so sales books. Some frayed and 
mussed ; been in there a long time. 
Old ones? Slow payers? Or the 
cases, the shelves, the back room. 
Sales eyes see competitors’ stuff, 
check their own. What’s he need? 
Credit eyes see the same things, and 
go on to notice markdowns, dis- 
plays, look for tidy or untidy house- 
keeping and, in the back room, old 
stock. 

After you’ve had the look, no 
mental image based on figures and 
cold words is ever quite the same. 
Your picture comes alive. And the 
look will usually give you, or put 
you in the way to getting, a right 
answer to your two key questions: 
is he able? and is he honest? Per- 
haps no one—certainly not this 
writer—can take you by the hand 
and show you how to get your 
answers, but if you’re a credit man 
of much experience, you already 
know. 


PEAKING of pictures, did you 

ever hear of a credit man who 
carried a camera with him? He’d 
stand off, before he left a customer, 
and snap the place. Usually he’d 
get the man in it, or the buyer, and, 
if the salesman was around, him 
too. A print would go into the file, 
pasted on the inside like that $900 
job we told you about. And he al- 
ways sent a couple back to the cus- 
tomer, with an appropriate note. 

You like that idea? It might be 
worth a bit of thought; might be— 
if you’ll excuse an overworked ex- 
pression—‘‘good psychology.” Ob- 
serve anyone looking at a photo. If 
he’s in it, it’s himself he looks at 
first. If something of his is also in 
it, that’s his second interest. His 
car, for instance, parked at the curb. 
He’ll even squint to see if that dent 
the wife put in the right rear fender 
shows. So, if you are enough inter- 
ested in him and what is his to re- 
cord a picture of them, it seems to 
us he can’t help being pleased. 
Wouldn’t you be? 

But to this credit man, the “look’”’ 
is the important thing. The picture 
is, to him, only a confirmation—a 
record—of the look. That $900 pic- 
ture was no substitute for the look 
that was never taken, and no picture 
could ever be. You get the idea 
though, don’t you? 


AYBE you’re wondering who 
does the office job while he’s 
out taking looks and pictures. Or 
how he knows whom to see and 
when to go. Well, your customers 
will issue the invitations—they’ll let 
you know. Some of them, perhaps 
right now, are asking to see you. 
A few, maybe, have asked more than 
once. Sam’s Bargain Store, for in- 
stance. Sam stopped discounting 
on time a while back, later got slow 
on net terms; and last month you 
had to send a check through twice. 
Sam invited you. Or Jones Hard- 
ware Company, over in Smalltown. 
That last Interchange report both- 
ered you. Two first orders showed 
up in it; and six of the old suppliers, 
including you, had past due accounts. 
Maybe you sat back and wondered, 
while your neighbor’s man got up 
and went. Well, they invited you, 
too. Purely imaginary is that length 
of chain around your ankle and a 
desk leg. 
Then here’s another slant—from 
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an able credit man we’ve much re- 
spect for. “Why wait for invita- 
tions? Go see them when they’re 
not in trouble and you may never 
need to when they are.” That’s how 
he works, too—no shackles. Sure, 
reports get read, statements scanned, 
orders checked, letters written and 
stuff gets filed; but he never ne- 
glects the look. They can’t afford to 
tie him to a desk; he’s their trouble 
shooter—their good will ambassa- 
dor. The cost of a man like that can 
be counted to the penny, but it’s 
hard to put a dollar mark on what 
he’s worth. Which may be why they 
are rarely overpaid. He is the kind 
of person Henry Heimann likely 
had in mind when he said, “A good 
credit man. never loses sight of the 
sales factor. .. . If any management 
still thinks of the credit department 
as being separate and apart from its 
sales and promotional departments 
it will soon fall by the wayside.” 


OPE, they say, there is no sub- 
stitute for the look; or what 
we call in our stilted business jar- 
gon, “personal contact.” Many 
credit men’s time is wasted on things 
that only have to do with what has 
happened—history. That is what a 
credit file is full of. True, your bad 
debt rate, your money turnover, 
your sales, your profit or loss fig- 
ures—they are all worth knowing 
about, and you properly record 
them; yet they are as dead as yes- 
terday’s news. 

But Sam’s bouncing check is not 
like that; not yet. By and by it will 
come to rest—then you'll record a 
bit more history. In red, perhaps. 
President Approves! 


Bill Providing for 


Temporary Referees 


A bill—S 3921—providing for the 
temporary appointment of referees in 
bankruptcy was signed by President 
Truman on Tuesday, September 19. 

This measure makes it possible 
for referees to be temporarily trans- 
ferred to another district or circuit 
by the action of the chief judge of 
a district, or a circuit, or of the chief 
justice of the Supreme Courts, to fill 
vacancies arising from illness or 
other unforeseen circumstances. 
This is the method used in filling 
temporary vacancies on the federal 
bench. 
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, 4 
A variation on the three C s-- 


Credit Correspondence Collects 


gestions for effective collection 
letters. You might call them 
rules but letter writing is an art not 
an exact science and these are mere- 
ly suggestions which I feel sure will 
be helpful. While all the letter writ- 
ing rules appear in textbooks, with 
which you may be familiar, I think 
there are some that apply particular- 
ly to the handling of credit corres- 
pondence. First of all, this type of 
letter should be friendly and arouse 
a sympathetic reaction in the person 
to whom the letter is addressed. 
Second, be brief—if you can say it 
in two words use two words. Use 
the same sort of expressions you 
would if you were talking to a per- 
son. Avoid the cliches of business 
correspondence. For example, it is 
better to say, “Thank you for your 
welcome reply,” instead of, “This 
will acknowledge receipt of your 
esteemed reply.” Third rule, be ex- 
act. Don’t beat around the bush. If 
you have a situation to handle do it 
in a manner that will get results but 
will at the same time save face for 
the person receiving your letter. 
All of us have had the experience 
of receiving unsigned checks. How 
many of you have written like this, 
“you failed to sign your check 
#4287 in the amount of $87.45 in 
payment of last month’s account.” 
Wouldn’t it be better to say, “will 
you please sign your check +4287 
for $87.45 and return it?” And this 
is the punch line, “we know how 
easy it is to overlook a detail like 
this, it has happened to us too.” That 
last sentence saves face for the re- 
ceiver and brings a very prompt re- 


Fees of all, here are a few sug- 
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by JAMES N. JONES 


Credit Manager, Decatur & Hopkins Company, Boston 


sponse. Now those rules are simple 
and will give good results. 


ET’S consider awhile different 

kinds of letters. First of all, the 
direct collection letter that handles 
the bulk of your collection corres- 
pondence. Some people rely heavily 
on stereotyped form letters with 
good results, using them either sing- 
ly or in a series. Here’s an example 
of a form that has worked well for 
my company. It is used when an 
account first becomes past due. 


“Enclosed with this letter you will 
find your statement to October 1. In 
every account that has a balance beyond 
the current month, there is a time when 
there is only one month beyond the 
30-day period. That is the situation on 
your account today. It gives us no par- 
ticular concern as we are glad to give 
you the extra time if you want to 
take it. 

“However, we don’t like to just mail 
the statement without pointing out to 
you that we hate to see you lose out 
on the 2% cash discount. This is an 
important source of revenue to all 
dealers and we are calling it to your 
attention in hopes you will be in a 
position to pay your entire statement 
balance on October 10, and deduct 2% 
cash discount from your September 
bill.” 


Then there are the pattern letters 
which in general are used much the 
same as a form letter, but are merely 
a guide to setting up individual let- 
ters to a particular customer. Here 
is a finished letter which was built 
up from a pattern letter: 


“Dear Mr. Blank: 
“We have your check that you gave 
Mr. Bill in payment of the April and 


May bills and we appreciate your send- 
ing it to us for these 2 months, very 
much. The question arises in our minds 
what we should do about the unearned 
discount which you have deducted in 
the amount of $18.64. Our easiest 
course to pursue would be to write you 
a note and say that discount ends on 
the 10th of the following month; there- 
fore, this represents unearned discount 
and we are charging it back to you. 
However, we feel there is a little more 
to it than that and we want you to 
know just how we feel on the whole 
subject of cash discount. 

“The majority of our customers pay 
their bills the 10th of each month for 
the previous month; and if we made a 
practice of allowing other customers 
to take the discount at any time during 
the balance of the month, we feel it 
would be unfair to those customers who 
discount exactly on the due date. On 
the other hand, we feel sure that you 
have made a special effort to send us 
this 2 month payment at the time. 
Therefore, we are going to accept your 
check in full settlement of the May 
account, but in regard to April, where 
it is 6 weeks beyond the discount due 
date,-we are charging back to you the 
amount of cash discount on the April 
account. We are also calling this whole 
subject to your attention in hopes that 
you will plan to discount your June 
bills exactly on the due date which 
is July 10.” 


ene you think we have 
passed over the subject of form 
letters rather rapidly but after all 
the real technique of credit corres- 
pondence comes in the handling of 
two way correspondence. A situa- 
tion arises, a letter is written, a let- 
ter is received, a reply is given; and 
we hope by that time the check ar- 
rives, but it is that type of correspon- 
dence that requires the most care, 
and for that reason, perhaps, a series 
of letters that have worked out well 
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to explain the points would be most 
helpful. Here are a few: 


“Gentlemen: 
“The enclosed statement shows some 
bills unpaid for more than thirty days. 
“Please pay us or get in touch with 
us. 
“You will find us ready to work 
with you.” 


“Gentlemen : 

“In bringing our account to your 
attention with the statement sent out 
February 1, we were naturally hope- 
ful that you would be able to send us 
your check on the 10th. Apparently 
no payment has been received from you 
this month; therefore, we are writing 
you today to ask your immediate con- 
sideration of our account. 

“In case we are in error and have 
not properly credited your account, 
please get in touch with us. On the 
other hand, if you have not been able 
to send a check yet, will you please 
send your payment to us today, or 
write us giving us the exact date you 
can send your check to us?” 


“Gentlemen : 

“The easiest way to handle accounts 
which have exceeded the credit terms 
is to place them for collection. This 
takes the responsibility out of our 
hands and puts it in the hands of some 
impartial and impersonal collection 
agency or attorney. That is the last 
thing we want to do with the bill which 
you owe us. As you know it is several 
months past due. We have written you 
about it repeatedly and have sent you 
numerous statements. 

“Now, we are going to set it aside 
for a few days so you can have this 
one last chance to settle it up with us. 
You will find us more than willing to 
cooperate with you. Just send us a 
check or get in touch with us at once.” 


~~ are two very special kinds 
of letters which the credit man- 
ager must write, one for acknowl- 
edging the opening of a new account 
and the other for turning down an 
order for insufficient credit informa- 
tion. 

For opening new accounts, we 
have found the financial statement 
form supplied by the National As- 
sociation of Credit Men to be a help- 
ful tool, but a questionnaire blank 
that we have developed from this 
and other sources has produced ex- 
cellent results because it gives a lot 
of emphasis to the analysis by the 
salesmen. It is hard to get verbally 
from a salesman or in the form of a 
general letter more than “oh, well, 
this fellow is all right,” or “this man 
pays OK” or “I’ve known Bill 
Smith for 14 years and he always 
takes care of his bills’; but if we 
give him specific questions to an- 


This article is adapted from an address given by 
the author before the Hardware Wholesalers’ Group 
during the 54th annual Credit Congress. 


swer, such as in this form, we find 
that the complete picture is a great 
deal better. Once the account is es- 
tablished, this is the letter we write 
to the new customer: 


“Gentlemen : 

“It is a pleasure to receive the order 
you sent us through our salesman, Mr. 
Edward Coombes, and we are glad to 
open an account with you. You can 
count on us to work with you on re- 
quirements in our line. 

“If everything doesn’t go along 
smoothly, don’t hesitate to write to me 
personally, and we hope we will have 
an opportunity to sell you more and 
more of your requirements as time 
goes on. 

“Should you come to Boston, please 
look us up as we would like to have 
a chance to show you through our 
warehouse and sales room.” 


On the other hand, when we have 
to turn the man down, after the in- 
vestigation has been completed, we 
try to do it in such a manner that 
the door will be open for him to 
come back and see us or for us to 
possibly do business with him at 
some future date and we have found 
this letter to be helpful for this part 
of our work: 


“Gentlemen : 

“Thank you for your order. We are 
glad to have it. 

“Unfortunately, however, we now 
find that the credit information we 
have in our files is not complete enough 
to enable us to accept your order on 
open account. We realize that a 
thorough credit investigation would 
probably show that your organization 
is in good shape financially, but elabo- 
rate investigations cost quite a bit, and 
usually require several weeks to com- 
plete. 


“Since you probably need the goods . 


as soon as possible, I thought you 
might like to send us your check for 
$79 to avoid the delay that would be 
caused by our making a credit investi- 
gation. Or if more convenient, send 


$40 and we will ship your order - 


“Balance due C.O.D.” 

“We will enter your order as soon 
as we receive your check—or, if you 
prefer, send a list of ten or twelve 
credit references and your latest finan- 
cial statement.” 


OW let’s turn for a minute to 
the credit correspondence that 
goes through a third person. We 
have always believed that our credit 
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work was helped a great deal by the 
full cooperation of our salesmen on 
the road. We don’t, in any way, 
expect them to be traveling bill col- 
lectors, but on the other hand we 
know that if we put the means in 
their hands and write the proper sort 
of letters to them, we can get excel- 
lent collection help from them. We 
have found out that it pays off to 
write the salesman, once a month, a 
general inspirational letter from the 
Credit Department about their ac- 
counts. Of course, we use the term 
“inspirational” advisedly. I wonder 
sometimes whether or not they get 
much inspiration from them; but, if 
we try to keep them on this inspira- 
tional tone, if we try to put thoughts 
into them that are the same as sell- 
ing thoughts, in other words posi- 
tive ideas, not negative ideas, we 
know that it pays off in our collec- 
tions. These letters we regard with 
considerable importance because we 
feel that in one sense of the word it 
is a letter that is not only going to 
30 salesmen, it is going to lift those 
30 salesmen up to the point where 
they will help to keep our accounts 
in a healthy condition during the 
following month and here is an ex- 
ample of that type of letter: 


“Dear Sir: 

“Everyone knows that the harvest 
season is the Fall of the year. Some 
of the goods which you sowed during 
the past few months have not been 
reaped in the form of paid accounts 
receivable. Furthermore, collections 
have drifted slower continuously since 
a year ago and we have an increasingly 
large amount of our capital tied up 
in accounts receivable. The details in 
regard to your past-due accounts are 
on the attached slips. Go over them 
carefully. If there are errors, report 
them at once. Go over these past-due 
accounts with each and every one of 
your accounts who are represented 
therein—ask them the following ques- 
tions : 

First—Will you please give me a 
check in full? 

Second—Will you please give me a 
partial payment and a date for the 
payment of the balance? 

Third—On what date in October 
will you promise to pay? 

“Give us the benefit of your answers 
so we can follow up these accounts. 
Remember that October is one of the 
best collection months in the entire 
year. We want you to cash in on pay- 


15 





SO YOU WRITE GOOD LETTERS TOO? 


In that case put a marker in this page and turn 
at once to page 32! 


ments which your accounts will make 
and see that our account is one of the 
first that is paid in October.” 


O far all of this talk about corres- 
pondence has been based on col- 
lection letters from the credit de- 
partment. Now let’s turn just for a 
moment to a letter we use from the 
President of our concern once or 
twice a year: 


“Gentlemen : 

“IT know our credit department is 
closely in touch with you when your 
account goes beyond the regular dis- 
count terms. I also realize that often- 
times it is difficult to keep your account 
on the regular discount terms. 

“In order to get a clearer picture 
of just what confronts those custu- 
mers who are not only beyond the dis- 
count terms, but have not been able 
to bring their account up to a 60 day 
basis, will you please drop me a line 
and let me know just what your prob- 
lems are? 

“What we want is to have you send 
us a check so that you can resume 
discounting. In case this is not possible, 
won't you outline a payment plan so 
that your account will be on a current 
basis? We have some sales plans for 
the Spring which are going to result 
in fine offerings of merchandise, and 
we certainly want your account to be 
in a position where you can take ad- 
vantage of cash discount terms on 
goods which you may buy from us. 

“When you are in Boston, be sure 
to drop into our office and talk things 
over.” 


Working through the salesmen in 
certain situations is very helpful, 
and where we are dealing with a 
specific credit problem, and we want 
the salesman’s help, correspondence 
directly to him about the account is 
necessary. These letters should be 
exactly like letters to a customer, 
deal with the problem in hand, 
awake his interest, help, and cooper- 
ation, so that he, in our place, will 
bring about a satisfactory conclu- 
sion of the matter. 


AN OTHER phase of our collec- 
tion work that must be handled 
through a third party is the collec- 
tion of accounts through the Adjust- 
ment Bureau of our Credit Men’s 
Association, with other collection 
agencies, and with attorneys. Here, 
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again, the general rules of all letter 
writing apply to the handling of this 
correspondence—be exact, be brief, 
arouse their interest, get their help 
and cooperation ; and if you take the 
same care in handling this corres- 
pondence as you do in handling the 
correspondence with debtors, the 
results will here again pay off. 

A little later I am going to touch 
on telephone usage. I mention it 
here to emphasize the fact that let- 
ters, placing accounts for collection, 
following up the collection either 
with agencies or attorneys should be 
handled in the same way as you do 
customers’ correspondence. 


E have talked at some length 

about letters, kinds of letters, 
different types of letters, and I want 
to get away from that for a moment 
and tell you something about the 
mechanics that we use in my com- 
pany for keeping track of our ac- 
counts. The size of the company, 
the nature of the office set up—all of 
these have a wide variety and if I 
explain the methods I use, possibly 
there might be some ideas that will 
be helpful to you. 

First of all, we issue monthly 
statements to all of our accounts. 
These statements are prepared in 
duplicate and are a by-product of 
daily posting. When the statements 
are pulled at the end of the month, 
the credit department sees all of 
them, runs through them, sorts them, 
mailing immediately the vast majori- 
ty which are of course to the dis- 
counters. The balance are aged on 


. Sheets which carry the name of the 


account and address, the total 
amount the man owes, a blank col- 
umn to note daily payments during 
the month, columns for 30-60-90 
and over 90 days past due, and a 
column at the right for noting cor- 
respondence about the account dur- 
ing the month. A column for the 
salesman’s name. A check mark in 
a column indicates that shipments 
will be held up until payment is re- 
ceived, and a check mark in the last 
column indicates that we are hold- 
ing up an order until the account is 


paid. 


These sheets are prepared on type- 
writers in duplicate, one set is sliced 
up and slips (individual analysis of 
each account) are mailed with the 
inspirational form letter about col- 
lections mentioned above to the sales- 
man. During the month the sales 
man is kept posted on the state of 
these accounts by daily remittance 
slips which are sent out from the of- 
fice as payments are noted on the 
various accounts. The purpose of 
this careful analysis of slow accounts 
is to make prompt follow-up as eas) 
as possible. 


NCE the accounts have been 

aged and sorted we run 
through them for a sifting out and 
the usual breakdown is as follows: 
accounts which take a form letter or 
sticker or no letter at all are then 
immediately mailed. If it is a form 
letter, we put the letter F in the 
correspondence column and simply 
mail it. Skipped bills, unusual items. 
go back to the accounts receivable 
clerks for fill-in information such as 
duplicate copies of invoices or copies 
of the material to support the bal- 
ances, such as unearned cash dis- 
count, freight not allowed, price 
claim not allowed, goods taken off as 
returned that have not been received 
When this fill-in information come: 
back, the type of letter to take care 
of them follows the regular collec- 
tion correspondence. Now, we have 
left a series of accounts that are in 
the category of needing special atten- 
tion. 

From the aging sheet of the previ. 
ous month, we have transferred all 
pertinent information about ac- 
counts that are in the process 0} 
being collected. Now with these 
sheets before us, the past history of 
the account noted, wherever it is 
necessary we call for the complete 
correspondence file and then we 
begin the real letter writing for the 
month. These letters are carefull 
planned, using all the rules and sug- 
gestions we made above; and if 
there have been several letters back 
and forth, we may decide that it is 
time for either a personal call or a 
telephone call. Where we work in 
a pretty tight geographical area up 
in New England we feel that it is a 
logical step in all of our collection 
work to go to the telephone, in be- 
tween the letter writing and the per- 
sonal call stage. Here are some of 

(Continued on Page 25) 
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S YOU know, we are living 
A in a time of vast interna- 
tional uncertainty. Forces 
of non-representative government 
are again on the march. Some peo- 
ple believe that a destructive total 
war is inevitable. Many are deeply 
concerned over the trend toward 
centralization which is happily be- 
ing halted or at least blunted off in 
some places. In our own country we 
are faced with labor unrest, govern- 
ment controls, and more restrictive 
legislation. No sooner are we pre- 
paring to temper the effects of de- 
flation than the forces for inflation 
are again in the ascendancy. 

There are, however, other impor- 
tant conditions which must also af- 
fect the banker’s judgment. These 
are the plus signs: when you woke 
up this morning and looked around 
you, you could not fail to realize 
that our country is a reasonably 
stable island in a world of uncer- 
tainty. You could have noted that 
most business, perhaps 99%, is in 
the hands of honest and, in most 
cases, capable management. You 
could also find evidence that busi- 
ness over all is still growing, that 
new materials, new sources of en- 
ergy, and the ingenuity of new gen- 
erations of management, gradually 
taking over, can afford us a high 
standard of living for some time to 
come. Consumer demand, or at least 
consumer desire, has by no means 
been fully satisfied. Profitable busi- 
ness can still be secured even from 
marginal businesses and consumers. 
Failures are of course bound to oc- 
cur, but the total is not yet alarm- 
ing. Furthermore, failures are not 
always costly to prudent creditors. 
They are part of the risk of doing 
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business in an enterprise econumy 
such as ours. As one referee in 
bankruptcy so aptly put it, “Failures 
are merely the unsound fruit falling 
from the tree of commerce.” So 
much for present conditions. 


N VIEW of these conflicting 
, forces, what is a banker expected 
to do? The people in his community 
who entrust their money to him ex- 
pect him to put it to work for the 
best interests of the community. 
They consider this to be his respon- 
sibility regardless of conditions. 
When a banker puts these dollars to 
work, he clothes them in garments 
suitable to the work they are to 
perform. He may dress them in 
robes of silk, nylon, satin and bro- 
cade. In other words, he may make 
loans to the world’s largest busi- 
ness, the United States Government. 
by purchasing Government bonds. 
He may dress his dollars in the 
Hart, Schaffner & Marx suits of 
Triple A rated corporations. He 
may put them to work in business 
suits of the average medium-sized 
fairly successful American enter- 
prise. He may send his dollars out 
in the work clothes of newer or 
smaller business concerns. Finally. 
he may send some of them out in 
the overalls, sometimes torn over- 
alls, of struggling and marginal 
businesses. He is expected to give 
careful thought to the needs of the 
businesses located in his community. 

In this connection, credit which 
is extended soundly is helpful, but 
unwise, or careless lending may be 
harmful to the community. Loans 


This is a talk given for the Credo Club in 
Pittsburgh on Tuesday, April 4, 1950. 










are not always good business mere- 
ly because they are safe. Legiti- 
mate business should be encouraged 
by making credit available on the 
one hand; but on the other, the 
people in the community do not 
want their money to be used to pro- 
mote unsound or illicit ventures, 
and they will be greatly concerned if 
ther bank embarks on a loose, spec- 
ulative lending spree. It is obvious 
that, if a banker is going to give 
proper consideration to the credit 
needs of business in his territory, 
he will have to deal with the work 
clothes and overall type of concerns 
as well as those rated Triple A. 
He must take some risks of this char- 
acter if he is to participate in the 
growth of business in his commu- 
nity. I should like to emphasize this 
further by giving you the results of 
a study we have recently made. 


ITTSBURGH is well-known as 

the home of a number of very 
large corporations in the steel, eoal, 
aluminum, glass, electrical and 
chemical industries. Perhaps it is 
not so generally realized that--this 
city is also the home of quite a num- 
ber of strong medium-sized busi- 
nesses. We have studied 120 Pitts- 
burgh business concerns having an 
average net worth of approximately 
$275,000. Businesses in this range 
are generally considered to be good 
customers or prospects for banks. 
Of the 120 names analyzed, 32 were 
not in existence in 1938 or at least 
not listed. Twenty-six were worth 
less than $75,000, ten of these 26 
were worth less than $35,000, and 
only six had worth as high as at 
present. 
We have picked at random a sam- 
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TABLE I—1938 (or nearest) 


17 Concerns 
Actual 


Current Assets 
Current Liabilities .... 
Working Capital 

Net Worth 

Cash 

Bank Loans 


753,000 
1,313,000 
1,007,000 

207,000 

59,000 


120 Concerns 
Estimated 


14,592,000 
5,316,000 
9,276,000 
7,104,000 
1,452,000 

420,000 


27 Concerns 
Estimated 


3,283,000 
1,196,000 
2,087,000 
1,598,000 
327,000 
95,000 


TABLE I1—1949 (or latest) 


17 Concerns 
Actual 


Current Assets 
Current Liabilities .... 
Working Capital 

Net Worth 

Cash 

Bank Loans 


2,214,000 
3,089,000 


27 Concerns 
Actual 


7,846,000 
2,871,000 
4,875,000 
7,389,000 
1,511,000 

327,000 


120 Concerns 
Estimated 


34,846,000 
12,747,000 
22,099,000 
32,807,000 
7,317,000 
1,442,000 


pling of 27 of these concerns which 
appear to be a good cross-section as 
to type of business, and as to growth 
factor. Since the highest net worth 
among these 27 is less than $400,- 
000, and the lowest $126,000, and 
because most are in the median 
group, the averages and the totals 
based on these averages are more 
than usually reliable. These 27 are 
the sampling base for our study. 
Of the 27 concerns selected at ran- 
dom, 63%, or 17 companies, used 
bank credit more or less frequently. 
(See accompanying tables.) 

Actual figures for the 27 concerns 
selected are given in the 1949 table 
as are the actual figures for the 17 
companies which borrowed more or 
less frequently. To obtain estimated 
figures for the 120 concerns, it was 
assumed that the relationships 
shown for the 17 and the 27 com- 
panies would also apply to the 120. 

Of the 27 selected companies, an- 
other group of 17 (in most cases the 
same companies as the 17 chosen 
in 1949) were selected having fig- 
ures available on or about Decem- 
ber 31, 1938. The actual figures were 
used to prepare the information on 
the 17 companies in the 1938 table 
and these figures were used to ar- 
rive at the estimated figures for 27 
concerns and for 120 concerns in 
1938. 


» pone may wonder why the 1938- 
1949 period was chosen. Mainly 
because it is the one with which we 
are most familiar, and because fig- 
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ures for this period are readily avail- 
able. It has, of course, been an ir- 
regular period. It does, however, 
include three pre-war and relatively 
stable years, 1939—1940—1941, four 
war years, and four years of post- 
war activity with all the headaches 
of readjustment. It should be noted, 
also, that all businesses did not profit 
from the war, although most of them 
improved their cash positions. And, 
after all, have we ever had twelve 
consecutive years of really stable 
conditions since we became a mod- 
ern creditor economy in 1914? That 
takes us back as far as most of us 
have any adult recollection of busi- 
ness matters. Let’s see what the 
record has been since that time. 

From 1914 through 1925 we had 
good business followed by war, in- 
flation, bust, and recovery. From 
1926 through . 1937, boom times 
were followed by deflation, bust, and 
recovery. From 1938 through 1949 
we have experienced in turn reces- 
sion, war, expansion, and inflation. 
We cannot, with certainty, forecast 
what will happen from 1950 through 
1962 any more than we could have 
foretold future conditions in 1914, 
1926, or 1938. It is highly prob- 
able, judging from the past, that we 
shall have some good years and some 
bad. It is equally probable that 
many sound businesses will enjoy 
further growth, if our modern enter- 
prise system is to survive. 


e VIEW of these circumstances, 
would it not be difficult indeed to 


pick a comfortable period? Is it not 
clear from all this that we cannot 
choose and we do not make condi- 
tions? But we must live with them, 
we must recognize them, try 
to understand them, and _ take 
advantage of the opportunities 
which come with them. In line 
with this thought, it might be well 
to mention some specific cases in 
which bank credit has recently been 
used to advantage along with the 
growth factor. 

In some instances, individual com- 
panies can continue to grow con- 
trary to the trends in their field. A 
wholesale food company with which 
I am familiar has grown steadily in 
recent years. It has added capital, 
and is using bank credit. Such 
financing, along with accumulated 
earnings, has enabled it to provide 
for increased business due to addi- 
tion of new lines as well as expan- 
sion in territory. 

A manufacturer of chemicals 
(still a rapidly growing field) in an 
unbalanced financial position, had to 
provide for the carrying of an ex- 
ceptionally large inventory due to 
unusual circumstances. It was also 
necessary to increase fixed assets to 
handle increased volume and new 
products. A sizable bank credit 
commitment made it possible for 
the company to carry the inventory 
and to meet the large demand for 
its products. Very satisfactory earn- 
ings were used for normal expan- 
sion of fixed assets and resulted in 
restoring a balance in the company’s 
position. When pipelines were filled, 
the company reduced its inventory, 
paid its bank loans, and now shows 
large bank balances. 

A small manufacturer of custom 
woodwork with an excellent reputa- 
tion for performance was rather 
suddenly faced with the necessity of 
financing a large contract along 
with his regular work. Temporary 
bank credit in rather substantial 
amounts for a business of this size 
made it possible for him to fulfill 
the contract profitably and to qualify 
him for other contracts of the same 
kind in the future. 

A wholesaler of builders’ supplies 
used bank credit for seasonal needs 
in perhaps a larger amount than the 
financial statement would normally 
justify. As a result of steady earn- 
ings, the borrowing period has be- 
come much shorter and the amount 
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in relation to the size of the busi- 
ness is very satisfactory. Good bal- 
ances are now carried at the bank. 
A manufacturer of machines in a 
somewhat strained financial condi- 
tion (it had actually lost money in 
the latest fiscal year) needed a large 
amount of bank credit to finance 
substantial orders from highly re- 
sponsible sources. The nature of the 
orders was such that cancellation 
was almost impossible. The busi- 
ness proved to be very profitable. 
Bank loans were repaid and the 
company is now in excellent finan- 
cial condition. 


ONDITIONS change, either for 

better or worse. How can we 
best anticipate these changes and 
prepare for them? What I have to 
propose is very simple, and it is not 
new. It is merely planning ahead 
with our present and prospective 
customers. We can do this by: 


(1) Getting to know them better. 

(2) Calling on them periodically. 

(3) Observing their merchandis- 
ing and manufacturing meth- 
ods. 

(4) Studying their financial state- 
ments (submitted periodical- 
ly even if not borrowing). 

(5) When advisable, working 
with them in_ preparing 
budgets and cash flow state- 
ments (which really aren’t 
as formidable as they sound). 

(6) Getting their opinions about 
their own and related busi- 
nesses. 

(7) Supplementing this informa- 
tion with that gained from 
close and friendly contacts 
with credit'men, credit agen- 
cies and accountants. 

From these rich sources of infor- 
mation concerning’.credit and busi- 
ness conditions we can obtain a 
valuable consensus of business judg- 
ment: We shall then be in a better 
position to estimate the credit re- 
quirements of business in our com- 
munities and to keep, in our banks, 
an adequate supply of funds avail- 
able for these requirements. Then, 
although we shall not be able to 
forecast future conditions with cer- 
tainty, we shall be geared in with 
them in such a way that we can, 
with confidence, arrange to fulfill 
our responsibilities of lending to 
business under today’s conditions, 
as well as tomorrow’s. 
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Case history of the advantages of 


Bookkeeping in Advance 







by FRANK J. PEKOE 
Credit Manager, George Worthington Company, Cleveland 


ANY people buying a hard- 
M ware store, or starting a 
p new business, have not had 
previous hardware experience, con- 
sequently they are not familiar with 
the costs of doing business. By 
proper training and guidance they 
avoid costly mistakes. We deem it 
a privilege to give our new custom- 
ers every assistance possible to make 
them successful operators. 

Now, if you talk to a dealer about 
setting up a budget for his store, 
nine chances out of ten he will shy 
away in horror just at the thought 
of the red tape involved. He might 
even make some promises of pay- 
ment that he cannot possibly keep, 
in order to avoid getting into that 
mess. We know, of course, that set- 
ting up a budget is a relatively sim- 
ple matter, but the dealer doesn’t 
know it. Therefore, if you are con- 
vinced that a dealer needs a budget 
(and they all do) be sure your ap- 
proach is right. Sell him on the idea 
of doing a little advance bookkeep- 
ing instead of keeping a budget. 

When you talk to a dealer nowa- 
days about his financial problem, it 
may be due to one or several rea- 
sons. It may be due to too large 
accounts receivable; too great an in- 
vestment in fixed assets; inventory 


Excerpts from an address given 
before the Hardware. Wholesalers 
Group during the 54th annual Credit 
Congress. 





may be too big; or expenses are too 
high. Most dealers acquired bad 
buying habits during the war, and 
now find it difficult to say “no” to 
our salesmen who are doing their 
level best to beat last year’s sales 
records. One dealer told me it is 
even more difficult to say “no” when 
he has cash in the bank. As a result 
he said “yes” on a new line of mer- 
chandise, and when it came time to 
pay for his spring sort-up orders of 
paint and hardware, he was short of 
funds. 

These habits are being corrected, 
because the dealer is following a 
budget outlined for him, and our 
sales volume to that dealer is as much 
as it was last year, even though his 
over-all purchases are down. In 
other words, he is now doing his 
bookkeeping in advance, and that’s 
all there is to budgeting, “Bookkeep- 
in Advance.” 


ye illustrate my point, I will take 
an example out of our own experi- 
ence. A dealer who had been dis- 
counting his bills for several years 
went into an expansion program— 
larger quarters, new fixtures, and, of 
course, more inventory. The only 
thing that he didn’t get was more 
business, at least not enough more 
to make enough money to take care 
of his increased overhead. 

This dealer wrote to us in January 
and told us the facts and gave us a 
program of payment which he want- 
ed to follow. We acknowledged his 
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letter and told him that we would go 
along with him on his suggested pay- 
ment program. In April it became 
very evident that he was not going 
to make good on his program, and 
shortly after the first of May we in- 
vited him to our office and asked him 
to bring his latest financial state- 
ment with him. The statement 
looked sick. He had sales of about 
$60,000 for the year and an inven- 
tory of about $28,000. Cash and ac- 
counts receivable were insignificant. 
Fixtures and equipment were $12,- 
000. Against these total assets of 
about $41,000 he owed approximate- 
ly $24,000, most of which was due 
currently, and half of which he owed 
to us. He had a bank loan of $2,000. 


BVIOUSLY, this dealer was in 

trouble and needed help. He 
did not realize how badly off he was 
until we impressed upon him the 
seriousness of the situation. On a 
piece of scratch paper we set up a 
balance sheet showing: 

Cash $6,000. 
Receivables 500. 
[nventory 18,000. 
Fixtures 11,000. 

$35,500. 


Notes Payable (due 

in installments) 
Accounts Payable 
Net Worth 


14,500. 
21,000. 
$35,500. 
When the dealer saw this statement 
he said that it sure was a good look- 
ing picture, by comparison with the 
one he had, but that it would take 
years to get there and besides he 
wondered who was going to loan 
him the money. 

We told him that we thought this 
picture could be accomplished in one 
year, provided he would play ball. 
He asked “What do I do?” Like 
any good plan, we had to put it on 
paper first. 


ROM information previously 

furnished by him, we had a fair- 
ly complete picture of his sales by 
months. We were quite sure that 
his location would substantiate sales 
of $60,000 or more each year. We 
all know that a dealer does not need 
$28,000 of inventory to obtain a 
$60,000 volume. That volume nor- 
mally would show a gross profit of 


$20.000, and a cust of sales of $40,- 
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000. A two and one-half time turn- 
over of inventory would produce 
inventory average of $16,000. We 
made it $18,000 to be on the safe 
side. 

Starting with a $28,000 inventory 
and ending with $18,000 means, of 
course, that he will have purchased 
$10,000 less than his sales, at cost. 
Therefore, his purchases for the 
next year were projected at $30,000. 
Purchases were then broken down 
by months on the basis of sales vol- 
ume by months. 

Salaries and wages were projected 
on the basis of a maximum of 12% 
of sales, rent on the basis of 544% 
of sales, advertising 114%, and all 
other expenses 8%, a total of 27% 
in expense. This would leave a net 
profit of 6% on sales of $60,000 or 
$3,600. That profit together with 
an inventory liquidation of $10,000 
will give the dealer $13,600 with 
which to fortify his working capital, 
and reduce his obligations. 

We gave our customer an operat- 
ing statement for each of the next 
twelve months. As soon as the 
books are closed for the month, he 
fills in his figures alongside of the 
budget figures we had previously in- 
serted. A copy of the statement is 
sent to us each month. This gives us 
a basis for discussing particular 
phases of his operations with him 
and helping him to improve his own 
operations. 

We found after four months that 
certain items of expense were in- 
correctly calculated, so we revised 
his budget to meet his particular re- 
quirements, and gave him a new set 
of operating figures. 


N OW you may well ask, “How 
is the dealer coming along on 
his program ?” The answer is: “just 
fair, so far.” It has taken him two 
years to do what we anticipated 
could be done in one year, but he has 
reached the goal that we set for him 


two years ago. We have had to 
keep after him constantly about cer- 
tain items of expense, and he has 
been gradually improving. He is 
meeting the obligations as we set 
them up for him, and he has derived 
a lot of pleasure out of meeting those 
obligations. He also gets a lot of 
pleasure out of beating the budget 
where he can. 

That, in brief, is our method of 
setting up a budget for operations. 


In addition, we have set up a cash 
budget for this customer, which di- 
rects him in the disposition of the 
funds after he receives them. This, 
of course, is important where lack 
of working capital is the chief prob- 
lem. 

We have a number of customer: 
who take great pride in showing us 
financial statements a year or even 
five years after we have outlined « 
budget to them. Likewise, many of 
our customers for whom I set wu); 
budgets in the 1930’s, and whi 
seemed to be due for certain closing, 
rehabilitated their businesses, and 
sold them either during the war o1 
soon thereafter, and were able to 
retire. Once a merchant has started 
using a budget, he seldom goes back 
to slipshod accounting methods and 
operations. It makes him analyze 
himself and his own business. It 
makes him dig into various opera- 
tions to see why they are so costly 
After he has cleaned up his own op- 
erations, the actual operating figure: 
against the budget quickly tell him 
whether he and his helpers are oper- 
ating according to plan, or are off 
the track. 
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This git! can write and calculate an invoice 


than this git! can copy 1#/ | 


a 


The Burroughs Calculating-Billing Machine 
writes and calculates an invoice in less time 
than it ordinarily takes just to copy it. 


On a Burroughs, the operator needs to type only 
part of the invoice. Her Burroughs automatically 
computes and, at the touch of one key, prints 
the complete extension — multiplier and answer! 
Typing time is saved. 


And as extensions are printed, the Burroughs 
totals them automatically and prints the total 
from a single total key. The operator types none 
of them. More time is saved... errors in typing 
amounts are impossible. 


This Burroughs is the only calculating-billing 


WHEREVER THERE’S BUSINESS THERE’S 


Burroughs 
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FASTER 


machine that computes as it types... that com- 
putes by direct mechanical multiplication, not by 
repeated addition. It makes the various steps of 
typing and calculating one fast, continuous oper- 
ation... accomplishes more work with /ess effort. 


If your billing costs are rising, let Burroughs 
bring them down! For information on the appli- 
cation of Burroughs Calculating-Billing Machine 
to your work, call your local Burroughs office, 
or send the coupon for your copy of 

Faster Billing with the Burroughs 
Calculating-Billing Machine. 


pocccon rrr nnn 


BURROUGHS ADDING MACHINE CoO. 
Detroit 32, Michigan 


Please send me my copy of Faster Billing 
with the Burroughs Calculating-Billing Machine. 


Name 





Street and Number 


City and State. 





CREDIT MAN OF THE FUTURE 


by GORDON G. WHIPPLE 


--How much of a salesman shall he be? 


Assistant General Credit Manager, Paraffine Industries, Inc., San Francisco 


yesterday’s tomorrow.” If 

this be true, then the credit 
men of tomorrow need have no at- 
tribute that he should not likewise 
have today. Let us then go on a 
little fault-finding tour of what is 
wrong with credit men. Paren- 
thetically, I’d like to inject the 
thought that anything that may be 
wrong with credit as such, and any- 
thing that may be wrong with the 
credit profession, will be found to 
be the result of the shortcomings of 
the men who administer it. 

At the risk of being “the skunk 
at the picnic,” this opportunity is 
taken to voice some iconoclastic im- 
pressions of too many credit men. 
There are too many “stuffed shirts” 
in the credit profession today—too 
many little people trying to act big. 
You all know the type. They try to 
impress upon customers the im- 
portance of the credit man as an 
individual and not as a part of the 
business transaction at hand. There 
are too many credit men who regard 
themselves as important instead of 
emphasizing the importance of the 
end to which they are striving—too 
many credit men who try to hide the 
fact that they are incapable of a 
broad-minded approach to a credit 
problem by the simple expedient of 
being a prima donna. Credit men 
didn’t just happen to be classed as 
“sour puss fuddy-duddys” because 
they have well earned the title. 


Syste E has said “Today is 


— meaning to deny 
the necessity of close coopera- 
tion between credit and sales, I am 
a little tired of the credit men’s 
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lament “How can we get the sales 
department to cooperate.” In the 
first place, anything that improves 
customer relations is a type of sales 
promotion and is another step to- 
wards the mutual goal of all sales 
and credit departments. Any im- 
pression we make on the sales de- 
partment to the end that it is con- 
vinced of our purpose and ability to 
improve customer relations pro- 
motes a mutual understanding be- 
tween these two departments which 
makes of salesmen better credit men 
and of credit men better salesmen. 
Actually, my specifications for a 
credit man, if assembled in physical 
form, would probably look like a 
Siamese Pegasus: he must be half 
accountant, half diplomat, half econ- 
omist, half business counselor, and 
half work horse. 

The problem, however, is really 
not “How to be a salesman (by lis- 
tening to one convention speech),” 
but rather “How can we develop the 
understanding of the two depart- 
ments to the end that the most sales 
are made at the greatest net profit 
and the minimum on net loss.” It is 
elementary that if by taking calcu- 
lated risks we increase our sales and 
that if in so doing we increase our 
credit losses, those increased losses 
are an integral part of the cost of 
selling and are not real losses unless 
of course such losses consume the 
added profit. Notice the use of the 
words “calculated risk.” Let’s not 
be “stiff necked” about our job as 
guardian of our firm’s profits; let 

ce 


This is the text of an address delivered 
before the Paint, Varnish, Lacquer and Wall- 
paper Industry meeting during the 54th an- 
nual Credit Congress in Los Angeles. 


us rather within our organization 
acquaint the sales department with 
our problems as well as our credit 
policy to the end that they under- 
stand that we are working toward a 
mutual goal. 


HERE are few, if any, successful 

salesmen who can be credited 
with doing the best possible job if 
they do not know their customers 
personally and contact them at fre- 
quent intervals. In this regard a 
credit man can well emulate the suc- 
cessful salesmen. One of the best 
selling jobs we can do is to make the 
personal acquaintance of as many 
customers as possible. A warm 
greeting and a friendly handclasp 
before an account is opened or be- 
fore any difficulties arise is worth 
more than all the trick collection 
letters you can ever write. 

Please forgive the personal refer- 
ence, but, in support of the foregoing 
statement, I’d like to give you the 
experience of the credit department 
of which I am a member: during the 
past 18 months, we have made well 
in excess of 400 personal calls on our 
customers and probably not more 
than 50 of them could be classified 
as collection calls. By the end of 
1950, we intend to make an addi- 
tional 300 calls.. The direct benefits, 
without mentioning the indirect, of 
this program are too many to try 
to recite. Suffice it to say that in our 
organization the sales department is 
pleased and impressed by our efforts 
to make friends with our accounts. 
They feel that their job in the field 
has been made measurably easier. 


(Continued on Page 40) 
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S AFE All assets adequately insured 
lJ N S A [ No insurance — or under insured 


In times past, when granting a loan or extending credit, bankers and credit 
executives had to be satisfied with evidence of then existing assets for security. As to 
the permanence of the assets against unpredictable loss from accidental causes, until 
n | the transaction was completed, they had to gamble. 


Today, behind the whole structure of business enterprise stands the great bulwark 
| of Capital Stock Insurance, an indispensable guarantor of our American Economy. 
, ae Gone, the era of chance. Today a credit risk is not considered safe if the collateral 
assets are not adequately protected by insurance which would provide reimbursement, 
if necessary, to make good any disaster. Bankers and credit executives know that the 


1a] ultimate financial stability which distinguishes safe from unsafe can in no other way 
d | be assured. 

if 

5 The Commercial Union-Ocean Group, renowned for its financial strength and sound 
. underwriting, is one of the great Capital Stock insurance organizations with world-wide 


a facilities. Its resources are ample to handle and safely insure the largest risks. It is 
noted for its prompt and just settlement of claims. 











e The nine Fire and Casualty companies comprising the group write practically 
y every kind of insurance except Life. They are represented by thousands of expert 
n agents, your insurance advisors, from coast to coast. 
Pp 
h 
n 
COMMERCIAL UNION-OCEAN GROUP 
‘ 
§ 
“Ti Commercial Union Assurance Company Limited 
a The Ocean Accident and Guarantee Corporation, Limited 
"Tl American Central Insurance Co. ¢ Union Assurance Society Ltd. 
; | Columbia Casualty Co. ¢ The British General Insurance Co. Ltd. 
: The California Insurance Co. e The Palatine Insurance Co. Ltd. 
f The Commercial Union Fire insurance Co. of N. Y. 
y 
ir 
iS oe $7 
ts o7 Aerie f, 
, HEAD OFFICE nas NEW YORK, N.Y. 
d i = 
Tr. CHICAGO ATLANTA SAN FRANCISCO 
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Peace (temporary) be 


been knocking around in the 

files since the first of April and 
nothing has been done about it. And 
for good reason too—for the life of 
me I didn’t know what I could do. 
For it brings up a question which 
has come up for plenty of discus- 
sion in recent years and to which a 
whole raft of people have put forth 
an answer without any of them 
claiming that his is the answer. 

Here is the letter: 


Ti letter which follows has 


Your articles which have been ap- 
pearing recently in Credit and Fi- 
nancial Management under the title, 
“This Is War” have been most in- 
teresting, and up to now I agree 
with you 100%. Perhaps that is 
just because you have been discuss- 
ing some of my pet peeves. When 
calling upon a business acquaintance 
or customer, I usually find the man 
to whom I should talk—and then 
start talking. It would seem a little 
awkward, I believe, to ask, “Are 
you Mr. John Smith?’—and then 
before starting the conversation say, 
“Dear Mr. Smith.” When you have 
finished your remarks you may ask 
the other fellow to express his opin- 
ion or to give you an answer. When 
you depart you customarily would 
comment on the pleasure which the 
visit had afforded and probably 
would shake hands. “Yours very 
truly” or any of the other many 
closings which frequently are used 
seem to me to be poor substitutes 
for a handshake. 

It has been my opinion for a long 
time that a letter should be as nearly 
conversational as possible. It, there- 
fore, has been my practice to omit 
a salutation except in very informal 
and personal letters, in which in- 
stances the name, and address, of 
the person receiving the letter is 
omitted at the beginning and ap- 
pears only on the envelope. When 
closing a letter, all that would seem 
to be necessary would be the name 
of the company, thereby indicating 
who had sent the communication— 
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by DUOCEPHALUS 


the signature indicating the person 
who had made the remarks. 

The tone of the remarks which are 
made will convey the degree of cor- 
diality and helpfulness. If it does 
not, the use of a salutation and clos- 
ing on the letter would seem to the 
recipient, in my opinion, to be super- 
fluous folderol. 

I shall appreciate an expression of 
your opinion of this practice, and 
judging from what I have read in 
previous publications under your 
column, I am confident I may de- 
pend upon your frankness and fair- 
ness. 

DwicHt SHERBURNE, 
Sec’y.-Treas., 

The A. Burdsal Co., 
(Indianapolis, Ind. 


OU can’t start a war with a man 

like that; hence the change of 
title for this month’s effort. “My 
frankness and fairness” indeed ; edi- 
tor, me boy, the space rates for 
Duocephalus are doubled. 

Seriously, though, this question 
of Dear Mr. Blow (and may you 
drop dead) and Yours Very Truly 
(I wouldn’t be yours if my life de- 
pended on it) has been given a lot 
of real thought by many people 
actually capable of thinking. Per- 


- haps we should have said by several 


of the people capable of thinking. 
There really are not many of them 
all told. The results of their think- 
ing invariably seem to follow the 
line suggested by Mr. Sherburne. 
But have they really solved the 
problem? 

Let us start with the premise that 
the so-called salutation—Dear Mr. 
So-and-so—is a lot of crass non- 
sense, made even more nonsensical 
by the fact that the addition of the 
word “my” as in “my dear Mr. So- 
and-so,” while seeming to make the 
salutation more cozy, actually de- 
notes a greater formality. (And as 
to what “yours very truly” means 
I can just put up no fight whatso- 
ever.) Yet, by ruthlessly excising 
such inanities, though perhaps we 


unto you! 


have improved our product, have 
we really achieved perfection? | 
think not. 


Bee what Mr. Sherburne says 
“Tt would seem a little awkward. 
I believe, to ask, ‘Are you Mr. John 
Smith?’—and then before starting 
the conversation say, ‘Dear Mr. 
Smith.’” Right, very right. But on 
the other hand it would be at leas 
gauche to approach a man’s desk 
and barge into a conversation with- 
out even saying “hello.” 

In biblical times the usual open- 
ing of a letter was something like 
“Paul, an apostle . . . to the peo 
ple of . . . greetings.” If my un- 
dependable memory serves me right 
the Romans of Cicero’s time and 
the early Greeks did the same. And, 
definitely within my memory and 
experience, the late President Roose- 
velt mailed out quite a number of 
communications of similar construc- 
tion with somewhat grimly hilarious 
results. | 

(Incidentally if anyone knows 
how this “dear” business started 
I’d like to know. My reference 
books are unanimously coy about 
explaining it.) 

Mr. Sherburne admits he asks 
“Are you Mr. John Smith” before 
he goes into his routine. If he knew 
his man he would say “good morn- 
ing” or at least make some remark 
as an ice-breaker. 


O, REPEATING myself per- 
haps, but necessarily so, I feel 
that the “dear and yours truly” 
school is indefensible and so is the 
drive-right-in-without-a-word group 
So what to do about it? Any fool 
can condemn. We have to find an 
answer, 

Well, I haven’t one to give. Why 
they ever changed the old “greetings” 
system I never will fathom. It was 
concise, it was courteous and it 
told at once who the writer was. 
No salutation can do more. And in 
these discourteous days a little gen- 
tle formality would do no harm. (So 
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widespread is the decline of modern 
manners that I understand dinner 
jackets are no longer required of 
Englishmen dining in the jungle.) 

One idea that occurs is “Good 
morning, Mr. Jones.” That, I think, 
we can discard on two grounds: it’s 
cute and it can be exasperating, 
which no self-respecting letter wants 
to be. Restaurants almost invaria- 
bly have “good morning” plastered 
all over their breakfast menus and 
it always hits you in the eye on 
what you consider the worst morn- 
ing of your life. 

In any case one cannot but ad- 
mire those who have stepped out 
of the crowd and thrown away an 
obviously antiquated tool. I’m go- 
ing to see to it that a page will be 
reserved, if necessary, in next 
month’s issue for readers’ opinions. 
What’s your idea? 


Correspondence 
(Continued from Page 16) 


the advantages of using the tele- 
phone: it virtually puts you face to 
tace with your customer, saving 
infinitely over going out to call on 
him, and, of course, it saves money 
and time traveling to the customer’s 
place of business. It is particularly 
helpful in the situations where you 
have had a chance to become per- 
sonally acquainted with the cus- 
tomer, possibly one who has sat in 
your office at one time or another 
and talked over his affairs, or one on 
whom you have called personally. 

These calls should, of course, be 
brief, get right to the point, they 
should be firm, but above all they 
should be sympathetic. This prob- 
lem of the account is probably a 
more serious one to your customer 
and, therefore, be sure to give him 
a chance to tell his side of his story. 
Keep an exact record of these calls 
as soon as they are completed and be 
in a position to follow them up. 

To sum up our discussion, let me 
repeat a few simple rules that will be 
helpful to you: 

Plan out your letters in advance; 

Write them as you talk; 

Make them simple and direct by 
using positive words not negative 
words ; 

Edit them carefully after they are 
written and keep track of the results 
so that those phrases and letters 
which have the most power can be 
used in your future correspondence. 


HIS PLANT HAS A 
BURGLAR ALARM 
SYSTEM BUT HE 
CARRIES BURGLARY 
INSURANCE 
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Credit Insurance Completes Your 


Program of Protection 


Accounts RECEIVABLE is one of your 
most valuable, most vulnerable assets! No 
matter how complete your credit infor- 
mation is or how solid and substantial 
your credit risks appear to be, there’s 
always the danger that unforeseen 
events—fraud, fire, floods, lawsuits, etc. 
—can cause your customers to default. 


American Credit Insurance guarantees 
payment of Accounts Receivable. 
American Credit pays you when your 
customers can’t... enables you to get 
cash for past due accounts. . . improves 
your credit standing with banks and 
suppliers. American Credit policies can 
be tailored to fit your particular 
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requirements . . . insuring all accounts, 
a specific group, or just one account. 


Book Helps You Plan Credit Policy 


Plan sound credit policy with the help 
of this timely book. For a copy, with- 
out obligation, phone our 
office in your city or write 
AMERICAN CREDIT INDEMNITY 
Company oF NEw York, 
Dept. 47, First National Bank 
Building, Baltimore 2, Md. 
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GUARANTEES PAYMENT OF ACCOUNTS RECEIVABLE 
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LEGAL NEWS AND NOTES 


of interest to financial executives 


Credit men, credit security de- 
vices and Article 9 of the 
proposed Uniform Commercial 
Code.! 


HE objective of the sections 
7. dealing with rights and rem- 

edies of lender (creditor) and 
debtor is to eliminate the medley of 
methods of foreclosures extant in 
the states today. Practically every 
credit security device has a set of 
rules for the conversion of the col- 
lateral into money, differing from 
every other. Under the proposed 
code the remedies open to the lender 
(creditor) will be the same whether 
his rights arise out of a chattel 
mortgage, conditional sale, trust re- 
ceipt or any other similar security 
interest. 

The remedies afforded a secured 
lender (creditor) are of the utmost 
significance and importance. The 
easier the path is made for the 
holder of a security device, the more 
expedient and popular will be the 
use of them. 

To begin with the only difference 
between a non-possessory holder of a 
security device and a pledgee-lender 
(who obtains possession of the goods 
pledged in the financing transaction) 
is that the former will first have to 
avail himself of the possessory rem- 
edy. This means that he will first 
have to take possession of the 
property subject to the security de- 
vice. This right comes into exist- 
ence with a default on the part of 
the debtor. This may be done with- 
out taking legal action if it can be 
done without breach of peace. If 
the security consists of heavy equip- 


_(1) This final installment has to do with the 
— and remedies of parties to credit security 
evices, 
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Reviewed by Carl B. Everberg, 
Assistant Professor of Law. Boston University 


ment which would be expensive to 
remove, or if it consists of property 
which it would be impractical to re- 
move, the lender (creditor) may 
place on, or near the collateral, signs 
stating that the said collateral is 
subject to a defaulted security in- 
terest and that the lender (creditor) 
intends to sell such collateral. 


F COURSE after repossession 

the secured lender (creditor) 
has the right to sell the collateral. 
Under the proposed Act the seller 
may reasonably prepare or process 
the collateral so as to realize the 
maximum value. The proceeds are 
applied to the satisfaction of the 
debt, plus reasonable expenses of re- 
taking, holding, preparing for sale, 
and selling; after that the lender has 
the right to any deficiency arising, 
but must account to the debtor for 
any surplus. 

The sale may be public or private. 
It may be in bulk or by units, par- 
cels, at any time or place and on 
any terms. All aspects of the sale 
must be “commercially reasonable.” 
The lender must give the debtor, 
and any other person having filed a 
security interest in the collateral, 
reasonable notice of intention to sell 
at private sale or of the time and 
place of any public sale (unless the 
collateral is perishable or likely to 
descend rapidly in value). This pro- 
vision eliminates all the elaborate 
provisions for giving notice of sale 


IMPORTANT 
ANNOUNCEMENT 
See page 32 


and for the waiting period after 
repossession and before the sale, as 
is now required under the Uniform 
Conditional Sales Act and to some 
degree under the Uniform Trust 
Receipts Act. The duty and require- 
ment on the lender (creditor) is 
that he sell the goods in a “commer- 
cially reasonable” manner. While 
this term may seem ambiguous, sec- 
tion 9-507 states that if the lender 
obtains advance approval, or if he 
sells the collateral to a dealer in the 
market, and the sale is fairly con- 
ducted, it will be recognized as 
“commercially reasonable.” 


A SECURITY lender may, after 
default, notify a debtor and 
any person having filed a security 
interest in the collateral, that he is 
retaining the collateral in satisfaction 
of the indebtedness. This, however, 
discharges the debt or obligation. 
And thus the lender (creditor) must 
abandon any claim for a deficiency. 
This right may not be exercised in 
the case of consumers’ goods where 
the debtor has paid 60% or more. 
And it cannot be exercised in any 
other case if the debtor, or other 
person having filed a security inter- 
est in the collateral, objects within 
30 days. If such objection is re- 
ceived by the lender (creditor) he 
must sell the collateral. 

The debtor has the right to re 
claim the collateral (this is equiva- 
lent to the right to redeem under 
present methods of foreclosure) by 
tendering payment of all sums due 
before the sale. 

If the lender does not proceed 
properly in accordance with the con- 
ditions laid down in the proposed 
Code, a person who is thereby affect- 
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ed may recover damages. The fact 
that a better price might have been 
obtained by a sale at a different 
time or by a different method is 
not of itself sufficient to establish 
the fact that the sale was not con- 
ducted in a “commercially reason- 
able” manner. 

The assignee of assigned ac- 
counts receivable may proceed to 
collect the accounts as they fall due. 
This is the reasonable method of 
liquidation of this type of collateral. 
If the assignment is with right of 
recourse, the borrower, and creditors 
of the borrower, have a right to see 
that the assignee does not dump the 
accounts ; that he proceed in a “‘com- 
mercially reasonable” manner. The 
assignor has the right to any sur- 
plus, but is also liable for any defi- 
ciency (unless otherwise agreed). 


Where partners form a corpora- 
tion which takes over all the as- 
sets does the resulting corpora- 
tion take over the liabilities as a 


matter of law? 


HE case of Baca v. Weldon, 230 

S. W. 2d 552, (Texas Civil Ap- 
peals, May 10, 1950) says that the 
corporation assumes the debts of the 
partners under such circumstances. 

It should be kept in mind, how- 
ever, that this rule is applied when 
the corporation is, in effect, an alter 
ego of the partnership. See Christen- 
sen v. Nugget Coal Co., 60 Wyo. 51. 
In other words the parties must be 
substantially identical. 

If a corporation is organized to 
take over a business formerly con- 
ducted by partners, there is no liabil- 
ity on the corporation for the liabil- 
ities of the partnership where new 
capital is invested in the corporation 
by third parties. St. Clair Lime Co. 
v. Ada Lime Co., 196 Okla. 29, 162 
P. 2d 547. 


Parties to contracts must protect 
themselves by suitable provisions 
against shortages of materials, 
effects of strikes, and the like. 


HE case of Allen v. Elliott Rey- 

nolds Motor Co., 230 S. W. 2d 
418 (Court of Appeals, Tenn., Feb. 
24, 1950), emphasized this need of 
caution. Here a distributor of a cer- 
tain make of motor car offered to 
give a contract to plaintiff if he 
would provide a suitable salesroom, 
garage and certain equipment 


Follow your leaders 


Two months ago a group of experienced credit executives 
—people who hold responsible credit positions—graduated 
from the fourth session of the Graduate School of Credit 
and Financial Management which the National Association 
of Credit Men conducts in collaboration with Dartmouth 
College’s Amos Tuck School of Business Administration. 


Why in the world should people like 
that want to go back to school? 


It’s very simple. They felt that they probably didn’t know 
everything there was to know about their jobs. And perhaps 
they never will. But the school was offering courses which 
they saw could help them to do their jobs better and bring 
the next promotion nearer. They—and their companies— 
recognized that the Graduate School could give those execu- 
tives something that experience alone could never give them: 
a more immediate understanding of the over-all problems 
that business faces, not just credit problems but marketing, 
finance, in short management problems. 


What about you? 


The National Institute of Credit is organized to do the same 
thing at all levels. The beginner, the assistant, the credit 
manager—all can gain a fresh outlook, a new insight, a fuller 
all-around grasp of business by study with the National 
Institute of Credit. Call up your local chapter today or, if 
there is no chapter near you, write to the address below. 


National Institute of Credit 
One Park Avenue New York 16, N. Y. 


CNL 


Either he 


(which plaintiff proceeded to fur- 
nish). Thereafter, the defendant 
distributor notified plaintiff that he 
could not give him the contract and 
the reason was a strike at the plant 
of the manufacturer and shortage of 
materials. The court held that un- 
less the terms of the agreement ex- 
cused the contracting party against 
such contingencies, the promising 
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party was held bound. 
must perform (and performance 
might become impossible through the 
failure of performance on the part 
of a third person—such as the manu- 
facturer here) or be liable in dam- 
ages for breach of contract. 

In these days when shortages may 
become the order of the day con- 
tracting parties must be careful to 
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provide against conditions beyond 
their control—shortages, _ strikes, 
delays, etc. 


Is a party bound by a contract 
which he signs without reading 
it or understanding it? 


HILE this issue crops up fre- 

quently in decisions, the case 

of Maltby v. Sumner, 219 P. 2d 395 

(Supreme Court of Kansas, June 

10, 1950), contains a dissertation on 

the subject very instructive and well 
stated. The court said: 

a. “A total failure to attempt to 
understand . . . a short, simple agree- 
ment before signing it cannot operate 
to avoid its effect on the ground of 
ignorance of its contents.” 

b. “The general rule is that a con- 
tracting party is bound by an agree- 
ment to which he assents, where the 
assent is uninfluenced by fraud, vio- 
lence, undue influence, or the like, 
and he will not be permitted to say 
he did not intend to agree to its 
terms.” Cited is 17 C. J. S. (Con- 
tracts, s.-136). 

c. “A contracting party is under 
a duty to learn the contents of a 
written contract before signing it 
and if, without being the victim of 
fraud, he fails to read the contract 
or otherwise to learn its contents, he 
signs the same at his peril and is 
estopped to deny his obligation 
thereunder.” Cited is 17 C. J. S. 
(Contracts, s. 137). 


Does a debtor revive a debt if he 
promises to pay it after having 
been released by the creditor? 


HE recent case, Renault v. L. N. 

Renault & Sons, 90 F. Supp. 
630, holds that where the creditor 
voluntarily releases his debtor, the 
debtor does not become legally 
bound again on the debt if he prom- 
ises to pay it, unless there is some 
new consideration for such promise. 

However, it must be kept in mind 
that a “release” is more than the 
mere acceptance of a sum less than 
the full amount of the indebtedness. 
[n most states a creditor can still 
legally recover a balance from a 
debtor where he has merely taken 
the lesser amount (there being no 
dispute as to the amount of the 
debt), and this is so whether the 
debtor promises thereafter to pay 
the balance or not. 
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Bankruptcies — their cause and cure 


(Continued from Page 11) 


perienced management may not have 
adequate knowledge of the prices 
and practices of its competitors. The 
price they seek to obtain may be 
based on costs which include de- 
preciation charges based on plant 
and facilities expanded away be- 
yond requirements and include ex- 
cessive direct costs of operations. 

Uncontrolled operating conditions 
and the resulting costs often con- 
tribute toward situations leading to 
business failure. Adequate and cur- 
rent operating information properly 
interpreted and presented to oper- 
ating management would have pre- 
vented many serious situations from 
arising. It is interesting to note at 
this point that a Department of 
Commerce study of business fail- 
ures (to be shortly commented on) 
revealed that more than 40% of the 
enterprises that failed did not pre- 
pare even the most elementary of 
operating reports, a profit and loss 
statement. 


HAT are the symptoms or 
immediate causes of business 
failures we have been discussing? 
There is lack of working capital 
often, together with excessive fixed 
assets or excessive ill-balanced in- 
ventories. There are inadequate 
sales and lack of ability to meet com- 
petitive conditions. There are heavy 
operating expenses. There are re- 
ceivable difficulties. There are causes 
we have not mentioned—as poor 
location and doubtless numerous 
others you might add. But these all 
come back to one basic cause—poor 
or inexperienced management. 
Consideration of a study of the 
reasons for discontinuing business 
made by the Department of Com- 
merce several years ago is interest- 
ing. Questionnaires were sent to a 
representative sample selected from 
the totality of firms sold or liqui- 
dated during the second quarter of 
1946. Tabulation of the usable re- 
turns for those which might be clas- 
sified as failures (sold or liquidated 
to avoid loss) shows the most fre- 
quent cause given as scarcity of ma- 
terial and merchandise (47%), 
while scarcity of competent em- 


ployees was second (28%). Other 
reasons, in order of frequency given 
included increased labor cost, diffi 
culty in securing customers, lack of 
capital, increased rent or loss of 
lease, and difficulty in getting equip- 
ment or repairs. A similar study 
made today would undoubtedly re. 
veal other causes and the order of 
importance would be greatly 
changed. While having the one who 
failed indicate the reason for his 
failure tempts him towards conscious 
or unconscious rationalization of his 
inadequacy, the answers do suggest 
the operating problems faced by 
management. 

Doubt as to the significance of 
the causes given is increased by con- 
sideration of further facts. Approx- 
imately 60% of the questionnaires 
used in the tabulation were from 
businesses with three or fewer em- 
ployees, while only 4% had 20 or 
more employees. Of those classified 
as failures, 41% answered no to the 
question as to whether or not they 
prepared an annual profit and loss 
statement. Therefore it is probable 
that many did not, and do not, have 
adequate records or comprehension 
to grasp the true cause of their 
failure. 

It is obvious that many of the 
symptomatic causes of business fail: 
ures were only brought to attention 
of the management after the fact. 
and when little could be done tr 
avert the consequences. This 1s 
largely due to inadequate account- 
ing and budget controls which failed 
to currently and accurately tell the 
operations story and picture the 
financial condition. One wonders 
how many businesses would have 
survived had a few hundred dollars 
been spent for simple but effective 
inventory control records which 
would have kept management aware 
of conditions, or for aged accounts 
receivable analyses diligently fol- 
lowed up. 


E HAVE been discussing the 
apparent causes or symptoms, 
the types of evidence that we find 
indicating the basic cause for prac- 
tically all business failures, that is 
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the human failure, the incompetence 
or inadequacy on the part of man- 
agement. All businesses in the same 
line at one time or another have to 
meet practically the same problems, 
yet A succeeds while B fails. Where- 
in lies the difference? B went into 
business with inadequate capital for 
the size of the business. A mistake 
in judgment was made upon going 
into business. B has too high labor 
and operating costs. He is in the 
same market for labor and other re- 
quirements as A who succeeds. Poor 
location? Who chose it? Excessive 
inventory? Excessive receivables? 
Always the same basic answer. 
Somewhere, sometimes, the man- 
agement of A got more right an- 
swers, judged the future more accu- 
rately, while B didn’t quite make the 
grade. 

In our land of free enterprise and 
competition, there will always be 
the marginal business or enterprise 
that a slight change in circum- 
stances or conditions will cause to 
be a failure. The immediate causes 
are but manifestations of poor man- 
agement which are brought to light 
by changing conditions within the 
particular industry or in the gen- 
eral business climate. 


HAT are some of the changes 

in the economy that may re- 
veal the marginal concern? Changes 
in production techniques may not 
have been foreseen, or inadequate 
provision made for adopting or 
meeting competition of those enter- 
prises which do adopt new tech- 
niques. Changes in customer habits 
and style may not have been fore- 
seen and excess inventory accumu- 
lated. Failure to recognize a fad for 
what it is, a “fad,” may have resulted 
in provision of excess production fa- 
cilities for its manufacture or in ex- 
cess inventory. Failure to recognize 
substitute products being introduced 
and to get on the band-wagon and/or 
reduce inventory may be fatal. The 
close relationship between whole- 
sale price fluctuations and business 
failures, failures increasing as prices 
drop and decreasing as prices in- 
crease, has been previously men- 
tioned. It is probable that more 
than one failure has been postponed 
by the appreciation of inventory 
values and increasing selling prices 
resulting from the general economic 
trend. What can the credit execu- 


tive do? Are the usual sources of 
credit information (the mercantile 
agency, local credit ratings, custom- 
ers’ financial statements, collection 
records on your own books, etc.) 
adequate? 


Ebene problem is complex; prac- 
tical considerations and volume 
handled will usually limit the scope 
of the investigation except in the 
unusual case. Every effort should 
be made to obtain the latest infor- 
mation available on which to base 
judgments. Financial statements, 
where available, should be exam- 
ined, and the trend of changes in 
ratios or relationships watched for 
evidences of instability. There are 
other suggestions which, while ob- 
vious, may be worth repeating. 

First, in those cases where a few 
customers are responsible for a sub- 
stantial portion of sales and receiv- 
ables the credit executive may be in 
a position to watch for evidence of 
managerial ineptitude such as the 
apparent competitive position of the 
customer in their field, weakening of 
current position through overexpan- 
sion or excessive payments of execu- 
tive salaries or dividends, whether 
their merchandise is up to date, the 
general aggressiveness of the enter- 
prise within its line, among other 
things. Where a weak position may 
be suspected, special efforts may be 
made to watch the accounts and keep 
collections current. 

Secondly, the credit executive can 
keep informed as to changes within 
the fields to which his company cus- 
tomarily extends credit. He can 
keep alert for evidence of changes 
in production, techniques, develop- 
ment of substitute products, price 
wars, lagging public interest in the 
products, and heightened competi- 
tion. He can also keep abreast of the 
general trend of business conditions 
and price movements. He will then 
perhaps be best able to judge when, 
and probably where, to look for 
those marginal enterprises whose 
weakness may be brought to light 
by changing conditions. 

It should be kept constantly in 
mind that the credit executive deals 
basically with human beings in their 
role of directing business enterprises 
against a continually changing so- 
cial and economic background, and 
that in practically all cases business 
failures have been human failures. 
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This could happen 
to your business! 


It is not uncommon for a busi- 
ness to find itself in serious 
straits because of the loss 
through fire or theft of its 
Accounts Receivable records. 


Fortunately, however, there 
is no need for your business to 
be subjected to such risks. A 
special form of protection 
called Accounts Receivable 
Insurance, originated by the 
Indemnity Insurance Company 
of North America, protects you 
against loss through inability to 
collect your accounts because 
of the loss or destruction of 


your records, 


For full details, see an Agent 
of one of the North America 
Companies. 


Insurance Company of 


North America 


Companies, Philadelphia 


PROTECT] 
WHAT YOU 
HAVE! 


Insurance Company of North America 
Indemnity Insurance Company of North America 
Philadelphia Fire and Marine Insurance Company 
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Twenty Times Twenty Questions 


(Continued from Page 8) 


Do the answers to this group sug- 
gest a trend toward haphazard trial- 
and-error occupational activity of 
short duration and many changes? 
Or toward habits of tenacity? Does 
the trend indicate that he tends to 
flit and try a new occupation or stay 
and grapple with the problems at 
hand? 


HAT general responsibili- 

ties has he met outside his 
business and occupational re- 
sponsibilities? What evidences 
of habits of stability and ac- 
ceptance of responsibility has he 
shown in his personal life? 

Is he married? Living with wife? 
How many children? Other de- 
pendents? How long has he lived 
at his present address? How long 
in this city? Does he own his resi- 
dence? | 

Has he participated in civic ac- 
tivities ? Fund-raising campaigns for 
charity? War-bond sales? Civilian 
voluntary war service? Has he been 
officer, board member, or active 
member of community service or- 
ganizations? Member of school 
board? Active in fraternal, religious 
or educational organizations? 

Did he provide the starting cap- 
ital of his first business, or his por- 
tion of it, from his own savings? 


O THE observable demands 

which he or his dependents 
make upon his income when com- 
pared to his probable income 
suggest that they might lead to 
excessive withdrawals from the 
business in salary, profits, loans, 
or capital? 

(The following questions are use- 
ful for uncovering significant possi- 
bilities perhaps only in the case of 
individuals whose probable income 
is approximately $15,000 or under.) 

Roughly what is the extent of the 
immediate and possible future de- 
mands upon his income? How many 
dependents does he support? How 
many of his children are attending 
college? Or are about to? Do you 
know of any protracted illnesses 
which he or his dependents have suf- 
fered in the past year? Is his home 
situated in an upper-bracket residen- 


30 


tial area? If he owns it, what is its 
reported or estimated value? When 
did he acquire it? Is it mortgaged? 

How many cars does he own? 
What year? Does he maintain ex- 
clusive club membership? Is he 
known to entertain lavishly? From 
your own or your salesman’s ob- 
servation does he play the horses? 
Gamble habitually? Drink heavily? 

From his conversation or other 
evidence, does he appear to buy 
“speculative” rather than investment 
stocks? Is he principal in another 
business? Has it been operating 
profitably ? 


OUGHLY what could we ex- 

pect his approximate income 
from the business to be? (These 
questions are more applicable to 
relatively small businesses: pro- 
prietorships and partnerships, and 
units whose annual volume approx- 
imates $200,000 or under. ) 

How much profit in dollars has 
this business averaged per year in 
the past three years? How much of 
it was withdrawn from the business? 
If a partnership, what percentage of 
these withdrawals did this principal 
receive, according to partnership 
agreement? Whether proprietorship 
or partnership, were withdrawals in 
addition to salaries? 

If annual volume is less than 
$200,000, and we take 10% of sales 
as the rough limit which such a 
business could afford to pay in sal- 
aries to all of its principals in ad- 
dition to profits, what would be this 
principal’s probable top salary? 

If expenditures appear out of line 
with probable income from the busi- 
ness, does this principal or his wife 
have any visible source of income 
other than from the business? Real 
estate? Is it mortgaged? Invest- 
ments? Have outside resources or 
savings been indicated by loans to 
the business from the principal? Or 
by his investment of additional cap- 
ital in the business? 

Or, on the other hand, have drains 
on the business already been indi- 
cated: have financial statements al- 
ready shown loans to principals? Is 
one outstanding on the latest state- 
ment? To this principal? Have 


profits been withdrawn in spite of 
a weak liquidity position shown on 
any of the three latest balance sheets? 
(Liquidity analysis will be discussed 
in detail in later chapters.) Or if 
profits were small and liquidity posi- 
tion weak, do any of the last three 
operating statements indicate that 
excessive salaries have been paid? 


How hard is Jones working? 
Are other interests likely to 
compete with full-time attention 
to business? 

Is he usually on the job every 
day? For the full day? Has his 
working day been divided between 
two or more business enterprises! 
How long has this been going on‘ 
Or between (1) business and (2) 
golf, social life, club activity, or 
other non-business distractions: 
Does he ride his hobby to work: 
Does his health cause frequent 
absences from business? 

If his business is showing a down- 
ward trend (to be brought out by 
later studies) have you or your 
salesman noticed evidences of neg- 
lect, absence, inattention? Or on the 
other hand does he appear to be 
working late hours? Did he discuss 
any of his problems and their pos- 
sible solutions with you? If general 
economic trends or special industry 
developments are increasing his 
problems, did he discuss them with 
you? Ask you how other customers 
are meeting them? Ask for your 
opinion or advice? 


HAT attitude of responsi- 

bility did he show toward 
his role in establishing credit re- 
lations with you? 

Did he show willingness to co- 
operate with you in establishing his 
credit? If asked did he furnish ref- 
erences? Name of bank? Financial 
statements? Operating statements? 
Did he answer questions readily? 
Did he ask questions about your 
terms and credit policies? Did he 
listen carefully when you explained 
them? 


_ foregoing questions have been 
presented with one primary pur- 
pose: to suggest a technique—an or- 
ganized way of analyzing and ex- 
tracting the significance of credit in- 
formation after it has been assem- 
bled. In contrast to the practice of 
drawing reports and other conven- 
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tional data and then reading pas- 
sively what they have to offer in- 
dividually, it is proposed that we 
approach this data as a whole and 
with an active set of general ques- 
tions that we would like to have 
answered. I have attempted to in- 
dicate a pattern for these general 
questions and to suggest the more 
detailed questions which will help 
to answer them. 

In any given case probably all 
of the questions will not be answered 
by the data gathered. And in many 
cases all of them need not be. But 
the questions, taken as.a whole, may 
suggest in difficult cases what addi- 
tional information is needed or 
would be helpful. And certainly they 
suggest what to keep our eyes and 
ears open for in our contacts with 
the customer, both at the time we 
establish his account and later as 
he continues to buy. 


Y NO means have we finished 

studying our friend Jones. In 
a sense we will be poring over his 
activities throughout most of the re- 
maining chapters—by examining 
the results he has achieved as they 
are registered in successive finan- 
cial statements; and by observing 
the methods and procedures by 
which he has achieved them. 

So far we have concentrated on 
an attempt to examine those pat- 
terns of his external behavior that 
might indicate how persistently he 
has followed through in discharg- 
ing his responsibilities up to the 
present. We have measured his op- 
erating success and his payment of 
debt in terms of how serious the 
challenge may have been that threat- 
ened them. We have combed the 
data for trend and tendency lines 
to guide us in predicting future 
follow-through when he is con- 
fronted with future challenge. 

Whenever Jones succeeded in dis- 
charging debt-responsibilities in the 
face of obvious difficulties, it may 
be assumed that his wish to pay 
was intense enough to stimulate 
serious effort and that the means 
and methods he employed were ef- 
fective. For what was said in an 
earlier chapter may be repeated to 
advantage here: Unless effective 
methods are employed to achieve 
the thing wished, not only the effort 
to achieve it but the wish itself will 
eventually be abandoned. 


be called an A to Z guide to retail 
credits. It is one of those “how-to- 
do-it books that covers every step 
in retail credits from the time a 
store’s credit department in started 
—and it tells how to set it up—until 
it is found necessary to close out 
unprofitable accounts. For many 
years Mr. Dakins was manager of 
the Credit Management Division of 
his organization, in which position 
he directed a number of important 
retail credit research projects. 

In his new book, Mr. Dakins has 
coordinated the experiences and 
opinions of 77 retail credit special- 
ists. The 27 important chapters cover 
practically every problem that might 
arise in the everyday operation of 
a retail credit department. While it 
was written as a service to the mem- 
bers of the National Retail Dry 
Goods Association it could serve 
any retail store that sells on open 
account or installment contracts. 
Space does not permit of the pre- 
sentation here of the full list of 
subjects covered, but it is so com- 
plete in its coverage that store own- 
er, credit executive, clerk or any 
other employee interested in the 
advancement of the store’s profits 
should find this book of great value. 

While Mr. Dakins had in mind 
a credit manual for retail store per- 
sonnel when he prepared this new 
book, it is so well arranged as to 
contents that it will serve as an ex- 
cellent textbook for classes in retail 
management. 


Why Suffer Loss Paine 
“ 


Owners, mortgagees, trust officers, and others 
responsible for safeguarding property need not 
fear loss pains if they are protected with property 
insurance in the proper amounts. If you have an 
insurance problem that is causing twinges now, 
why not consult us. But don’t procrastinate - 
tomorrow may be too late. 


It behooves us then to turn a 
searching eye upon Jones’ methods 
and procedures and to seek some 
comparative basis for measuring 
their efficiency before we can hope 
to predict what might happen to his 
wish to pay when it stands up be- 
fore the onslaughts of future chal- 
lenge. 

In the next chapter, therefore, 
our magnifying glass will be focused 
on the exact way Jones goes about 
buying and selling his apples or his 
automobiles, and we will compare 
his way of doing it with the way 
other people in the apple or automo- 
bile business do it. The answers to 
the questions that will be formu- 
lated will not only give us clues to 
his efficiency and know-how but 
equip us with a frame of reference 
for interpreting his financial state- 
ments later on. 


New Book Gives 


Complete Story 
of Retail Credit 


Retail Credit Manual—by J. Gor- 
don Dakins, General Manager, Na- 
tional Retail Dry Goods Association 
—Published August 1950 by the 
National Association of Retail Dry 
Goods Association, 100 West 31 
street, New York 1, N. Y.—$4.50. 

Mr. Dakins’ new book might well 












THE PHOENIX-CONNECTICUT GROUP 
OF FIRE INSURANCE COMPANIES, HARTFORD, CONN. 
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$250 in prizes! 


Do you fancy yourself as a credit correspondent? If so, here’s your chance to put 
your talents to work and show how it should be done! Between now and the 55th 
annual Credit Congress, which is to be held in Boston, Mass., May 13-17, 1951, 
this publication will sponsor THREE contests to find out who can write the best 


letter on each of three problems which occur in credit work. 


VALUABLE PRIZES 
The contestant whose letter, in the opinion of the 
judges, is the best in each contest will receive a prize 
of $50.00. IN ADDITION, the contestant whose letter, 
in the opinion of the judges, is the best in all three con- 
tests will receive a GRAND PRIZE OF $100.00. This 
prize will be awarded during the 1951 Credit Congress. 


HERE’S ALL YOU HAVE TO DO 


For each contest a problem will be presented. You 
then write a letter to your customer covering the prob- 
lem given. For instance, you may be called on to write 
a letter to a customer asking for a financial statement. 
It’s as simple as that. You do it every day, but this 
time you're doing it for cash—for you—not your 
company. 


HOW ARE THE LETTERS JUDGED? 

Letters will be judged on two bases only: they must be 
in good, grammatical English and they must be so writ- 
ten that they have at least a good chance of producing 
the action on the part of the customer that you hope for. 


WHO WILL DO THE JUDGING? 

All letters will be judged by members of the National 
Publications Committee. The winner of each contest will 
be the writer whose letter is considered best by majority 
opinion of the judges. In the event that the majority 
of the judges consider two letters of equal merit two 
prizes will be awarded. 


WHO MAY ENTER? 


The contest is open to: 

All representatives of companies holding membership 
in the National Association of Credit Men; 

All associate members of local credit men’s Associa- 
tions, and 

All members of Credit Women’s Groups. 


WHAT ARE THE RULES? 


There are very few rules and these few are very simple 

1. Write your letter on plain white paper, NOT on 
your company’s letterhead nor on your own printed 
stationery. 

2. Do not put any address at the top of your letter 
The first thing you will write will be the date. Nothing 
above the date. 

3. Sign your letter with a nom de plume. Do NOT 
sign your own name. 

4. On a separate sheet of paper write your nom de 
plume on one side and your name and address (home 
or office, as you prefer) on the other. Fold this second 
sheet so that your nom de plume is on_ the 
OUTSIDE. The sheet containing your nom de plume 
and your name and address will be retained in the 
publication office of Crepir AND FINANCIAL MANAGE- 
MENT. The judges will have no idea whatever who are 
the writers of the letters submitted. 

5. Mail both sheets, in the same envelope but folded 
separately, to the address below. 

6. It’s not absolutely essential but it would help if 
entries were typewritten. 

7. Any correspondence with the judges concerning 
this contest will be automatic grounds for disqualification 

8. The decision of the judges is final. 


And now here's the first problem 


You are a manufacturer in the East and you have a customer in a rural district in the West who is by no 
means “big business” but who has given you the best coverage in his area for many years. Relations be- 
tween your company and this account have always been good and his payments have never given any cause 
for concern. He is one of the best-known men in his community and fancies himself as a business leader. 
He’s getting on in years, and as he has grown older has become somewhat gruff and crochety. 

When his account suddenly shows up 30 days past due you don’t worry particularly but just send out a 
duplicate statement. However, when he becomes 45 days past due, with no explanation, you check over 
your credit information to see if there is any clue in it which would explain this slowness. You cannot find 


any such clue. You order new reports. No clue there either. He is now 60 days past due. Write a letter to 
the gentleman. Use any approach you think best. 


WHAT IS THE DEADLINE? 


All entries for this first contest must be in the edi- 
torial offices of CrepIT AND FINANCIAL MANAGEMENT, 
One Park Avenue, New York 16, N. Y., by Monday, 
November 20, 1950. The name of the winner of the first 
contest will. be announced in the January 1951 issue of 
CREDIT AND FINANCIAL MANAGEMENT. 


SO THERE IT IS! 

Go to work right away and get your entry in before 
the deadline. And remember, in each contest you may 
win a $50.00 prize, and if your entry is judged the 
best in any one contest you are eligible for the GRAND 
PRIZE OF $100.00. Send your entry to: 


Leslie E. Jones, Associate Editor, Credit and Financial Management 
One Park Avenue New York 16, N. Y. 
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NEW 


William M. Smith 
Joins Research 
Foundation Board 


T A meeting of the Board of Trus- 

tees of the Credit Research Foun- 
dation, held in Atlanta, Ga., September 
21 and 22, William M. Smith, general 
credit manager, Standard Oil Company 
of Indiana, Chicago, was elected to mem- 
bership on the Board. The election was 
necessitated by the resignation from the 
Board of Frank G. Herbst, Herbst Shoe 
Manufacturing Company, Milwaukee, be- 
cause of pressure of private business. 


And Yet Another 
Credit Crook 
Bites the Dust 


Los Angeles: .On August 7, Judge 
David Ling of the United States District 
Court sentenced Ed Salvatierra to one 
year’s imprisonment in an institution to 
be designated by the Attorney General 
of the United States for his violation of 
the National Bankruptcy Act. 

This was the culmination of a° case 
which had its inception in our Adjust- 
ment Bureau at a meeting of the credi- 
tors early in January of 1948. The bank- 
rupt was doing business as the K & C 
Meat Company at 1013 S. Brand Blvd., 
Glendale, Calif. There were present at 
this meeting credjtors whose claims to- 
taled in the neighborhood of $40,000, and 
it developed from their discussion that 
this business had started in June of 1947. 
{t apparently prospered, as all obliga- 
tions were paid promptly until about 
‘he last two weeks of December. During 
this period he purchased nearly $50,000 
worth of merchandise, and apparently 
there was on hand only about 1500 pounds 
of lard worth about 32% cents per 
pound. 

An Involuntary Petition in Bank- 
tuptcy was filed immediately following 
the creditors’ meeting and the debtor 
was subpoenaed to appear for an ex- 
amination under Section 21A :of the 
Bankruptcy Act. He endeavored to ac- 
count for the shortage at this time by 
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Boston Congress Housing Committee 


Issues “Preferred Housing List 


Boston: The Housing Committee for 
the 55th Annual Credit Congress, which 
will be held May 13-17, 1951, has issued 
a list of preferred applicants for ac- 
commodations in headquarters hotel— 
the Hotel Statler on Park Place. 

As always occurs at conventions more 
applicants are received for rooms in 
the headquarters hotel than there are 
room in the hotel. For this reason over 
the past several years a “preferred list” 
has been gradually developed which in- 
sures that officers and directors are 
housed in the headquarters hotel and 
also that every Association can be rep- 
resented there. 

In the case of local Associations rooms 


® 
MEMBERSHIP PROGRESS 
REPORT 
May 1, 1950 to September 30, 1950 
Members 
Class AA Net Gain: 9-30-50 Percent 
San Francisco 12 1264 100.95% 
Chicago Bs) 2134 100.70 
Louisville Z 1089 100.65 
Class A 
Kansas City l3 019 102.14% 
Rochester 7 628 101.12 
Boston 7 661 101.07 
Class B ; 
Minneapolis 19 » 304 103.91% 
Houston y 272 103.42 
Denver 9 361 102.55 
Class C 
Buffalo 15 198 108.19% 
Des Moines 9 249 103.75 
El Paso 5 156 103.31 
Class D 
San Antonio y 154 106.20% 
Green Bay 3 133 102.30 
Albuquerque 2 120 101.69 
Class E 
Charlotte 2 92 139.39% 
Nashville 14 90 118.42 
Miami 10 81 114.08 
Class F 
Billings 5 02 108.77% 
Waterloo 4 50 108.69 
Cedar Rapids 2 39 105.40 
Class G 
Topeka 24 39 260.00% 
Lubbock 5 PY 122.72 
Roanoke 3: 28 112.00 


CREDIT AND FINANCIAL MANAGEMENT, October, -1950 


are set aside for any or all of the fol- 
lowing officers and their families: presi- 
dent, councillor, and secretary-manager, 
if they are present at the convention. A 
new classification has been added this 
year, namely any candidate for national 
office whose credentials have been sub- 
mitted to the Nominations Committee. 

The registration fee for the 1951 Con- 
vention has not yet been decided upon. 
It will be announced following the meet- 
ing of the National Board in mid-No- 
vember. ; 

Some Associations, like to house their 
entire delegations, including their of- 
ficers, in one hotel...Arrangements are 
being made so that this-may be done 
in Boston providing’ the Housing Com- 
mittee receives all completed reserva- 
tions for the group at one.and the same 
time,. before April: 1. 

The order of preference reads as fol- 
lows: national officers and directors and 
families; past national officers and fam- 
ilies (presidents and vice presidents) + 
past national directors. and. families; as 
a courtesy to the National President, a 
small number of: delegates from his home 
town, to be chosen by him; any one or 
all of the following three officers (and 
their families) of local associations is 
or are eligible to stay in the H¢adquar- 
ters Hotel if registered in ‘advance, and 
in attendance at the Convention: presi- 
dent, councillor, secretary-manager ; 
chairmen of national committees who 
may be holding meetings in Headquar- 
ters Hotel; any candidate (and family) 
for national officer or director whose 
credentials have been submitted to the 
nominations committee ; convention 
speakers and a few special guests a: 
selected by the Host Association and 
the National; provision for a few mem- 
bers and officials of Canadian Credit 
Men’s Trust Association, Ltd. as se- 
lected. by their President; consideration 
for the small number of those credit 
executives who for personal or physical 
reasons, can attend general convention 
sessions only if they are housed in the 
same hotel in which these meetings are 
held; members of the official family of 
the Host Association and chairmen of 
important and active convention com- 
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Congress Housing 
Committee Issues 
“Preferred List 


(from previous page) 


mittees as selected by their president or 
general convention chairman; in recog- 
nition of the services rendered by the 
immediate past Host Association, a lim- 
ited number of their members in at- 
tendance as selected by their president. 

Delegates traveling the greatest dis- 
tance will be housed in Headquarters 
Hotel insofar as possible. There are no 
“block” reservations—that is no “block” 
of rooms set aside in advance for any 
association or group to be assigned or 
filled as and if their registrations are 
received. Registration for those who are 
not included in the above provisions are 
to be accepted on a “first come, first 
served” basis. 

The Boston Association is mailing to 
all Secretary-Managers a twenty-eight 
page magazine sized publication entitled 
“The Boston Story” and a twelve page 
folder entitled “Something Old, Some- 
thing New, That’s Boston.” These will 
be available to members through their 
local executive managers at a later date. 

The general chairman of the Conven- 
tion is Edwin M. Wolley, U. S. Fidelity 
& Guaranty Company; vice chairman is 
Miss Mary E. P. Curran, Jones, Mc- 
Duffee & Stratton Corp., and the housing 
committee chairman is J. Alfred Murphy, 
the Lowe Bros. Co. 

Other committee chairmen are: co- 
chairmen of the Hostess Committee, Mrs. 
Edwin M. Wolley and Mrs. James N. 
Jones; chairmen of the Credit Women’s 
Club Committee, Mrs. Reggia Griffin, 
Schlitz Distr. Co.; Bankers Committee, 
Walter Driscoll, The First National 
Bank of Boston; Budget and Finance 
Committee, J. Franklin Smith, Mon- 
santo Chemical Co.; Host City Registra- 
tion Committee, Albert Pauly, Samuel 
Cabot, Inc.; Entertainment Committee, 
James A. Mann, Gulf Oil Corp.; Song 
Leader, Kenneth G. Mac-Kay, Gulf Oil 
Corp.; Halls and Decoration Committee, 
Frederick W. Rogers, Abrasive Prod- 
ucts, Inc.; Honorary Advisory Commit- 
tee, Past National Directors and Past 
Presidents; Chester C. Gray, Chairman; 
Industry Groups Committee, Raymond 
P. Coyle, Hub Distributors, Inc. ; Informa- 
tion Committee, Emery W. Taylor, Shell 
Oil Co.; Publicity Committee, James P. 
Keddy, Admiral Corp.; Reception Com- 
mittee, Raymond T. Custer, Graybar 
Electric Company; Registrar’s Commit- 
tee, Louis H. Lansky, Compo Shoe Ma- 
chinery Corp.; Registrar’s Reception 
Committee, Gordon H. Strang, U. S. 
Fidelity & Guaranty Co.; Sergeant at 
Arms and Grand -Marshal, Edward W. 
Ball, Hooper-Holmes Bureau, Inc.; Sup- 
ply Committee, Edmund H. Hannon, 
John Donnelly & Sons; Transportation 
Committee, Chester G. Lewis, Hood 
Rubber Company. 
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Robert Morris 
Associates Elect 
New President 


Philadelphia: At the annual meeting 
of the Robert Morris Associates, the 
national association of bank credit men 
and lending officers, Fred C. Witte, vice 
president, The Chase National Bank, 
New York, was elected president suc- 
ceeding Milton J. Drake, vice president, 
The Detroit Bank. The retiring president 
will preside at the Fall Conference at 
the Greenbrier, White Sulphur Springs, 
West Virginia, on November 5-8, and 
will induct his successor into office dur- 
ing that conference. 

Also elected at the same meeting were 
B. F. Barnett, President, Commercial 
National Bank, Shreveport, first vice 
president, and E. Lawrence Worstal, 
vice president, The Philadelphia Na- 
tional Bank, second vice president. 

Mr. Witte has been associated with 
The Chase National Bank since 1930 
when it merged with the Equitable Trust 
Company where he had been employed 
since 1918. 


New Jersey Credit 
Executives Resume 


Senior Round Table 


Newark: The New Jersey Association 
of Credit Executives started its Senior 
Credit Executives’ Round Table on Sep- 
tember 21. A session will be held every 
third Thursday through May 1951. 

These sessions are open to representa- 
tives of member firms or banks who 
have had a minimum of ten years of 
credit experience. 

John W. Nuffort, instructor at the 
Rutgers Chapter of the National Insti- 
tute of Credit, is coordinator of the dis- 
cussions which include such subjects as 
Human Relations in Credit Work, Legal 
Aspects of Credit, Financial Statement 
Analysis, and Problems of Credit Man- 
agement. 


Terre Haute Association 
Opens Season at Lunchon 


Terre Haute: “What Is Expected of 
You?” was the subject of the first reg- 
ular luncheon meeting of the Terre Haute 
Association’s fall season on Friday, Sep- 
tember 15. The speaker was H. Gordon 
Wolfe, of Linton-Summit Coal Co., Inc. 
There was a round table discussion after 
the speaker’s address. 

On the evening of Tuesday, Septem- 
ber 19, the Association joined with the 
Terre Haute chapter of the National As- 
sociation of Cost Accountants to hear a 
talk by Dr. M. O. Ross, president of 
Butler University, who spoke on the 
“Economic Outlook Ahead.” 


And Yet Another 
Credit Crook 
Bites the Dust 


(from previous page) 


a rather weird tale of money lost at the 
races. Early in February the debtor was 
adjudicated and the matter was referred 
to the U. S. Attorney’s office for ex- 
amination. 

There followed a series of examina- 
tions and protracted litigation which re- 
sulted in a denial of discharge to the 
debtor and an application for a turn- 
over order was denied in the Federal 
Court. Later an action was brought in 
the State Court which resulted in a 
judgment against the debtor in the sum 
of $27,500. Also, title was secured to 
the debtor’s undivided one-half interest 
in his home. Mrs. Salvatierra at one 
time submitted an offer of $1400, later 
withdrawing it. 

Despite diligent efforts on the part 
of the U. S. Attorney’s office, nothing 
was developed which would indicate 
there was any money in any place which 
could be reached by court action. 

Salvatierra applied for probation, 
which was denied, and he was sentenced 
as set forth in the first paragraph. Un- 
doubtedly the fact that Salvatierra has 
a family and children weighed somewhat 
in the pronouncing of the comparatively 
moderate sentence. 

One Angus Reinders was named as a 
conspirator in this action and his trial 
was continued to a later date. He has 
continued his plea of not guilty. 
(Reprinted from the September, 1950, 
issue of the Los Angeles Credit Execu- 
tive.) 


Admiral Denfeld Is 
Opening Speaker of 
Boston Fall Program 


Boston: The fall season of the Boston 
Credit Men’s Association got off to ap 
excellent start September 26 when the 
speaker was Admiral Louis E. Denfeld, 
former chief of naval operations. Admiral 
Denfeld’s subject was “Current World 
Problems.” 

During the meeting Frederick H. 
Schrop, national convention director, 
presented the Class A membership plaque 
for 1949-50 to president James N. Jones, 
Decatur & Hopkins, Inc., and 20-year 
service pins to four members of the Bos- 
ton staff. 


Toledo: The Toledo Association of 
Credit Men opened its 1950-51 season on 
Tuesday, September 26, at the Elks 
Club. L. A. Schrader, of Farber, Coch- 
rane, Green and Schrader, spoke on 
“The Credit Man and the Attorney.” 
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SEATTLE 

. A. Cowman 

PRESIDENT 
Cowman-Campbell Paint Co. 





ALBUQUERQUE 
Clyde Hill 
VICE-PRESIDENT 
First National Bank 


ST. PAUL 
A. R. Johnsen 
CREDIT MANAGER 
Fairbanks, Morse & Co. 
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NORFOLK WASHINGTON 
Mrs. Virginia |. Beasley Edward H. Fawsett 
CREDIT MANAGER ASST. TO CONTROLLER 
Battaglia Produce Co. Evening Star Publ. Co. 


ASSOCIATION 
PRESIDENTS 


HE pictures of Association Presi- 

dents which frequently appear in 

this magazine present, in serial 
form, a “Who’s Who in Credit.” For 
these individuals are the leaders whose 
efforts and experience have brought 
them to the top command of their 
groups. Presidents of N.A.C.M. Asso- 
ciations are named, in most instances, 
because of and as a reward for past 
services. They have “gone through the 
chairs” as the lodge men say. It is a 
pleasure to add these ten names to this 
“Who’s Who in Credit” series. 


GREEN BAY SPRINGFIELD, MASS. 
Nels P. Nelson Edmund O. Lesquier 
SUPVR. OF CUSTOMER ACCTG. CREDIT MANAGER 
Wisconsin Public Service Corp. American Bosch Co. 
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INDIANAPOLIS 
R. S. Foster 
PRESIDENT 
R. S. Foster Lumber Co. 





BLUEFIELD 

B. F. Edwards 
CREDIT MANAGER 
Bluefield Supply Co. 





WATERLOO 
Harold J. Miller 
SECY.-TREAS. 
Alstadt G Langlas Banking Co. 
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News from the 


CREDIT WOMEN'S GROUPS 


Two events are scheduled for the 
Credit Women’s Groups at the All South 
Credit Conference in Shreveport, La., 
October 12-14. 

Miss Marian R. McSherry, Chairman 
of the National Credit Women’s Execu- 
tive Committee, will speak on “Where 
Are We Going?” at the luncheon on 
Friday, October 13th. The Southeastern 
Groups will be in charge of the luncheon. 
Presidents of Credit Women’s Groups 
in the district compose the committee 
on arrangements. 

Hazel Williford, National Committee 
member from Houston, Texas, will pre- 
side at the “Presidents’ Breakfast” on 
Saturday morning, October 14th. Opal 
Stemmer of Oklahoma City, Okla., will 
lead the discussion period. 


Pittsburgh: The Pittsburgh Credit 
Women’s Group celebrated their 20th an- 
niversary with a dinner party at the 
University Club on Saturday, September 
16. 

Officers and directors of the Credit 
Association of Western Pennsylvania 
were present. Many past presidents at- 
tended. 

Several members of the group took 
part in the silver anniversary celebra- 
tion of the founding of credit women’s 
groups last May during the Los Angeles 
Convention. The groups, it will be re- 
called, were first organized in 1925 dur- 
ing the Washington convention. 


Oakland: The Oakland group of 
Credit Women after dining at the Ho- 
tel Leamington held their September 
meeting at the offices of the Wholesal- 
ers Credit Association. Guests this eve- 
ning were the officers, directors and all 
of the Association personnel. Explana- 
tions were given of the various services 
rendered, the importance of Interchange 
and the many functions operating to give 
the best credit information. A movie was 
shown relative to the workings of our 
Association. 


Philadelphia: The Philadelphia Credit 
Women’s Group opened their fall session 
with a dinner at the New Century Club 
September 21. The program included the 
showing of color pictures taken by a 
group member and also the discussion of 
the 54th Annual Credit Congress. 

The group also held a card party and 
fashion show at Wanamaker’s Auditorium 
on Saturday afternoon, October 7. Pay- 
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ment was by donation. The proceeds of 
the meeting went to the welfare and 
scholarship funds. 


St. Louis: The first meeting of the 
St. Louis Credit Women’s Group was 
held Thursday evening, September 28. 
at the Melbourne Hotel. Announced as 
“Know Your Association Night,” the 
meeting featured talks by P. F. Buchert, 
president, and A. E. Fisher, secretary- 
treasurer and manager of the St. Louis 
Association of Credit Men. Jack Scho- 
field, assistant manager of the St. Louis 
Association and secretary of the Quincy 
(Ill.) Association, also spoke. 


Portland: “Financial Statement Analy- 
sis” was the subject discussed by Robert 
Frazer, when he addressed the opening 
fall meeting of the Portland Credit 
Women’s Group held in September at 
the Bohemian. Mr. Frazer, is credit ex- 
ecutive of Jantzen Knitting Mills. 

Officers of the Portland Club for the 
fiscal year are, Mrs. Irene Lines, Presi- 
dent; Mrs. Mary Barbagelata, Vice 
President; Miss Marjorie VanAlstein, 
Treasurer, and Mrs. Georgia Noble. 
Secretary. 


Minneapolis: The first fall meeting of 
the Minneapolis Credit Women’s Group 
took place on September 12. Irl Clark 
of Janney-Semple-Hill & Co., president 
of the Minneapolis Association of Credit 
Men and Brace Bennitt, Association Sec- 
retary, were the speakers. 


IF 


you are a 
letter-writing 
“hot shot” 
you will find 


INTERESTING NEWS 
on page 32 


Series On War 
Contracts Opens 
At Cleveland 


Cleveland: A series of three meetings, 
arranged by the Cleveland Association 
of Credit Men’s Education Committee, 
got under way September 28 with a dis- 
cussion of the question, “How to finance 
the war effort—cash or credit?” 

All three meetings are planned to an- 
swer problems of credit executives on 
the financing of war contracts. In this 
first meeting L. Merle Hostetler, man- 
ager of the research department of the 
Federal Reserve Bank of Cleveland, was 
the first speaker. He was followed by a 
panel of five Cleveland bank loan officers 
who answered members’ questions. 

National President A. J. Sutherland, 
Security Trust & Savings Bank, San 
Diego, will be the speaker at the second 
meeting on Tuesday, October 31. The 
final meeting will be held November 2] 
when the speaker will be Earl L. Shaner, 
chairman of the board of the Penton 
Publishing Company and editor of 
“Steel.” 


New York Institute s 
New Courses Cover 
Bankruptcy, Finance 


New York: The New York Institute 
of Credit has added two new courses to 
its 1950-51 program. Michael Feiring, of 
the law firm of Feiring & Bernstein will 
conduct a course on “Business Insol- 
vencies.” The course will consist of 1! 
sessions and will cover problems drawn 
from Mr. Feiring’s many years of ex 
perience in bankruptcy law. 

The other new course which will las 
through 30 sessions will be on “Busines: 
Finance” and will include forms of busi- 
ness organizations, stocks, bonds, notes 
working capital, surplus, dividend po) 
icies and others necessary for a complete 
understanding of the subject. 

The course in “Export Credits and 
Collections” which was introduced last 
year will be again offered this year. 


Credit Fraternity 
Formed in Atlanta 


Atlanta: Credit executives and map 
agers of leading retail business, textile 
and banking industries of Atlanta met 
September 13 to organize a credit fra- 
ternity. Approximately thirty credit men 
attended this first meeting. 

The purpose of the club is to promote 
a closer personal relationship among 
the credit men in Atlanta irrespective 
of industry and entirely separate from 
any organized business association. 
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T MIGHT be an interesting study to 
find out just how many present chief 
staff officers of credit men’s associations 
were in the past presidents of those 
same associations. The history of several 
men who have been featured in this series 
keeps to that pattern and here we present 
three more. It makes sense, of course, 
to choose a past president since an as- 
sociation president is well known to the 
members. The National Association of 
Credit Men did the same thing in 1931 
when it chose Henry H. Heimann, who 
was at that time National President. 












ALBERT DeGROAT, § secre- 
, tary-manager of the Knoxville 
Association of Credit Men, started his 
business career with the hardware firm 
of C. M. McClung & Co., in Knoxville 
and was an assistant in their credit de- 
partment when the Knoxville Associa- 
tion was organized in 1910. He served 
as Secretary for several years while the 
Association maintained no service de- 
partments, then he was elected President 
of the Association in 1922-23 and also 
later served as President of the Adjust- 
ment Bureau Corp. 

Mr. DeGroat resigned as assistant sec- 
retary of the McClung organization in 
1914 to become head of the credit depart- 
ment of Anderson-Dulin-Varnel Com- 
pany, wholesale dry goods, of Knoxville, 
where he served until they retired from 
the wholesale business, and after acting 
as attorney for a local real estate trust 
company for about four years he ac- 
cepted the position of secretary-manager 
of the Knoxville Association in 1922. 

In Knoxville they maintain a very 
successful Interchange bureau but the 
adjustment and collection business is 
handled by Mr. DeGroat as an individual 
attorney. This arrangement was made 











































































W. A. DeGroat 








MEET THE MANAGERS 


by the Board of Directors after the 
passage of the so called “Lawyer’s Bill” 
in Tennessee. 

Beginning with the convention held in 
Cincinnati in 1913 Mr. DeGroat has at- 
tended 18 national conventions, numerous 
state and regional conferences and meet- 
ings of secretary-managers. 


ECEMBER 31, 1950, will mark the 
completion of 26 years for Sam J. 
Schneider as Executive Manager of the 
Louisville Credit Men’s Association, in- 
terrupted by 3 years of military service 
in World War II, as Major in the 
A.A.F. 
When Sam Schneider came to the As- 
sociation on January 1, 1925, it had 211 





S. J. Schneider 


members and a net worth of $3,000.00. 
Today, it has 1,087 members and a net 
worth of more than $200,000.00, despite 
one of the lowest membership rates in 
the system and complete service cover- 
age in all departments. 

Through his foresight, the Louisville 
Association has the distinction of being 
the only unit in the National Organiza- 
tion to own its own home, which it en- 
tirely occupies. The building is a classic 
example of Grecian architecture, erected 
as a bank in 1835, and is one of the 
landmarks of Louisville. It was pur- 
chased by the Association in 1936. Sam 
also recommended an Employees’ Re- 
tirement Fund, which his Board of Di- 
rectors adopted more than 3 years ago, 
and this irrevocable trust now has 
reached a total of almost $80,000.00 for 
the benefit of the Louisville Association 
employees. 

Sam Schneider’s entire business career 
has been in credits, having served in the 
Credit Department of Belknap Hardware 
& Manufacturing Company, Louisville, 
for more than 18 years, the last 7 years 


CREDIT AND FINANCIAL MANAGEMENT, October, 1950 


















Alvin A. Smith 





as Credit Manager, during which he 
personally visited customers in 30 States. 
The Belknap Company was among the 
first to recognize the importance of per- 
sonal visitation by Credit Department 
representatives. 

Sam is a: native of Louisville, and 
received his education in that city. He 
was President of the Louisville Credit 
Men’s Association in 1923, and was elect- 
ed Chairman of the Secretarial Council 
at San Diego in May, 1950. 

Hobby: Louisville Credit Men’s As- 


sociation. 


LVIN A. SMITH, secretary of the 

Honolulu. Association of Credit 
Men, has had an interesting career in 
widely separate fields. After graduation 
from Punahou School in Honolulu he 
worked in the construction business for 
three years, then switched to insurance. 
After two years with the insurance de- 
partment of the Hawaiian Trust Com- 
pany, he was appointed Honolulu branch 
manager of the General Exchange In- 
surance Corporation (now known as 
Motors Insurance Corporation), a sub- 
sidiary of General Motors Acceptance 
Corporation. 

For the next eleven years—1932 to 
1943—he was connected with the Dis- 
count Corporation, Ltd. After various 
promotions he was appointed managing 
vice-president in 1937 and continued in 
that capacity until 1943 when he acquired 
the Credit Bureau of Hawaii and Ter- 
ritorial Collectors. It was during this 
period—in 1942 to be exact—that he 
was elected president of the Honolulu 
Association of Credit Men. Since 1943 
he has served as secretary of the As- 
sociation and continues as manager-owner 
of the credit bureau. 

During the past ten years Alvin Smith 
has served as organizer and first presi- 
dent (for two terms) of the Koolaupoko 
Lions Club; president of the retail board. 
Honolulu Chamber of Commerce; chair- 
man of the organizing committee and 
first president (again for two terms) of 
the Better Business Bureau and later as 
director, and chairman of the Board of 
Review, first taxation division, Territory 
of Hawaii. 
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CONFIDENTIALLY SPEAKING— 


A very hearty welcome, combined with every good wish, is extended to these 
newly appointed representatives of member companies: 

CHICAGO CHANGES—Frank L. Jacks, Credit Manager, Electric Supply 
Corporation . . . E. A. Gustafson, Assistant Treasurer, Atlas Boxmakers, Inc. 
_..R. B. Peters, Credit Manager, Great Western Paint & Mfg. Co.... A. E. 
Biallas, Credit Manager, Lapham-Hickey Co. . . . George Barnes, President, 
O-Cedar Corporation . . C. L. Sullivan, Credit Manager, The Peoples Gas 
Light & Coke Co... . George J. Mittelbrun, Credit Manager, Reed Candy Co. 
. . . Louis C. Murray, Credit Manager, Balfre Gear & Mfg. Co... . C. P. 
Muldoon, Assistant Treasurer, Clearing Machine Corporation ... H. R. Behr, 
Credit Manager, Cline Electric Mfg. Co. . . . John Koster, Credit Manager, 
E. R. Squibb & Sons . . . Victor R. Morton has been elected Vice President of 
F. H. Noble & Co. ... Arthur Osterholm, formerly with Butler Brothers and 
former Director of The Chicago Association of Credit Men, is now Business Man- 
ager of The Battle Creek Sanitarium, Battle Creek, Mich. ... Wm. J. Claussen, 
Vice-President & Treasurer, Hibbard, Spencer, Bartlett & Co., Evanston, retired 
August 31, after forty-two years of service with his company. 

Mr. Arthur Dahl is now Credit Manager at Barsness Candy and Specialties Co., 

Duluth, Minn. . . . Guy §S. Williams, Assistant Treasurer, Sears, Roebuck & Co., 
Chicago, retired July 31 . . . Jim Marsteller, formerly Credit Manager at Allied 
Oil Company, Cleveland, is now General Credit Manager at DeVilbis Corporation, 
Toledo, Ohio. W. H. Winters now is Credit Manager at Allied . . . Wm. B. 
Behrens, Secretary-Treasurer, Randall Co., Cincinnati, Ohio, has been elected Presi- 
dent, and Charles Miller, Credit Manager, Gibson Hotel, Cincinnati, has been elected 
Vice-President of the Lions Club of Cincinnati... Harry Freeman, Credit Manager, 
Coolerator Company, Duluth, Minn., has been transferred to St. Paul, Minn., as 
District Sales Manager. He is succeeded at Duluth by Howard Hanson, formerly 
with Minneapolis Honeywell Company, Minneapolis Formerly Comptroller, 
Roy E. Kumm has now added duties of Treasurer at G. Heileman Brewing Co., 
LaCrosse, Wis. . . . George U. Richmond, Vice-President, American National 
Bank, St> Joseph, Mo., has been advanced from Treasurer to Vice-President of the 
Missouri Bankers Association. 
PITTSBURGH CHANGES—George F. Cronmiller, Jr., has been elected Vice- 
President of Harbison-Walker Refractories. He is a Director of the Credit Asso- 
ciation of Western Penn... . D. C. Davies, Gulf Oil Corporation, has been trans- 
ferred to Credit Management of the Denver, Colo., office . . . George Dennison, 
Manager, Better Business Bureau, has been elected President of The Rotary Club 
of Pittsburgh . . . J. G. Gunst has been elected Vice-President of The Beckwith 
Machinery Company . . . Charles H. Fries, formerly at the New York Office 
of Graybar Electric Co., succeeds Rod Snodgrass as Credit Manager, Pittsburgh 
Branch. Mr. Snodgrass is now Credit Manager at the Philadelphia Branch .. . 
Charles A. Anderson is the new Credit Manager at Peoples Natural Gas Co., 
succeeding Wilbur Acosta, deceased . . . George Seaberg, former Credit Manager 
of Cudahy Packing Company, Braddock, Pa., is now District Auditor covering all 
of Pennsylvania and Illinois . . . Dick Leonard, formerly associated with the office 
of The Credit Association in Pittsburgh, and later with Watson-Standard Co., is 
now Credit Manager at Pittsburgh Products Co. . . . C. V. Conley, Secretary, 
Clark Bros. Chewing Gum Co., has taken over supervision of Credits & Collections, 
succeeding J. S. Paull, deceased . . . Frank A. Frank is now Credit & Office man- 
ager at Wilson & Co., Inc. ...R. I. Pontius has taken over Credit Management 
at Steel City Electric Co... . J. W. Rathburn is now Credit Manager at Hagan 
Corporation . . . J. L. Goldbach succeeds H. H. Krey as Credit Manager at 
American Radiator & Standard Sanitary Corp. 

ST. LOUIS CHANGES—H. W. Bode recently succeeded R. A. Schroeder, Jr., 
as Credit Manager at Ritepoint Company . .. A. Wessel Shapleigh, Jr., has been 
elected Assistant-Treasurer of the Shapleigh Hardware Co. ... J. R. Meyer is 
now Credit Manager at Mississippi Valley Hardware Co. ... D. P. Richards 
is now handling Credits and Collections at Maschmeyer-Richards Silver Co... . 
C. H. McNulty is the new Credit Manager at Mill Supply & Machinery Co... . 
D. F. Evans is Credit Manager at H. Siegfried & Sons, Inc... . Wilson F. Hunt 
is Credit Manager at Missouri Solvents & Chemical Co. . . . John Kimes succeeds 
J. A. Vogt as Credit Manager at Schlueter Mfg. Co. ... Miss R. B. Mullich 
is the new Credit Manager at Roehlk Spring & Body Co. ... V. C. Trampe is 
Credit Manager at Drug Package, Inc... . P. J. Wilder is now Credit Manager 
at Century Electric Co. .. . Miss Mary Lee Parrish is now Credit Manager at 
Chase Candy Co. ...C. J. Laverty is now Credit Manager at Fairbanks, Morse 
& Co. ... E. Shore is now Credit Manager at Vane-Calvert Paint Co. 

Mr. J. W. Price has succeeded C. F. Boerkoel as Credit Manager at Pittsburgh 
Plate Glass Co., Grand Rapids, Mich... . J. R. Porcari is the new Credit Man- 
ager at Union Twist Drill Co., Athol, Mass. . . . John E. Kohler, Assistant 
Treasurer, American Fabrics Co., Bridgeport, Conn., has added responsibilities of 
the Controller office to his duties. 


E. B. M. 
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Moran Addresses Joint 
Connecticut Meeting 


Hartford: E. B. Moran, Manager Cen- 
tral Division of the National Association 
of Credit Men, addressed a joint meet- 
ing of all the Connecticut Associations 
on Wednesday, September 20, at the 
Wethersfield Country Club. 

During the day Mr. Moran conducted 
a Sales School at which presidents, sec- 
retaries, membership chairmen, and 
others were present. 


Past National Director 
43 Years with Company 


New Britain, Conn.: Edward E. Ogren, 
Assistant Secretary and Credit Man- 
ager of the Stanley Works, recently com- 
pleted 43 years’ service with his com- 
pany. 

He has served as Credit Manager since 
1919 and was appointed Assistant Sec- 
retary in 1941. He is a past president of 
the Hartford Association of Credit Men 
and a Past National Director. 


Nels Nelson Chosen to 
Head Northern Wisconsin- 
Michigan Credit Men 


Green Bay: Nels Nelson, Wisconsin 
Public Service Co., has been elected 
president of the Northern Wisconsin- 
Michigan Association of Credit Men. 
Other new officers are: A. J. Reinhart, 
Norcor Manufacturing Co., vice presi- 
dent; M. G. Dieck, West Side State 
Bank, treasurer, and George Markham, 
Hamilton Manufacturing Co., councillor. 


Pittsburgh Credit Men 
Resume Credo Luncheons 


Pittsburgh: The Credo luncheons of 
the Credit Association of Western Penn- 
sylvania were resumed on September 19 
when Joseph G. Smith, Purchasing 
Agent, Pittsburgh Steel Co., spoke on 
“The Road Ahead.” 

These luncheons are _ held 
throughout the season. 


weekly 


Pensions Discussed at 
New Orleans Meeting 


New Orleans: J. B. Donnelly, Pan 
American Life Insurance Company, ad- 
dressed the members of the New Or- 
leans Association on the subject of pen- 
sions and retirement plans during the 
September 27 luncheon meeting. 


Lawyer Speaks at Dallas 


Dallas: W. D. White, attorney of 
White, Forsythe and Atwood, addressed 
The Dallas Wholesale Credit Managers’ 
Association on Tuesday, September 12. 


His subject was “Interesting Legal 
Cases.” 

Mr. White is a graduate of the Uni- 
versity of Texas Law School and has 
been a practicing attorney in Dallas for 


twenty years. 


CREDIT AND FINANCIAL MANAGEMENT, October, 1950 











WITH REGRET 






Nebr. . 
Chicago, Ill. . 







Association, Duluth, Minn. . 
National Bank, Louisville, Ky... 
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Korea is Subject of 
Seattle Meeting 


Seattle: The September meeting of the 
Seattle Association was high-lighted by 
a talk on the effect of Korea on our 
economy. The speaker was Miner H. 
Baker, assistant vice-president and re- 
search analyst, Seattle-First National 
Bank. Mr. Baker is economist for the 
bank and issues a quarterly publication, 
“Summary of Pacific Northwest Indus- 
tries,” which has wide distribution among 
business men of the West. 


















Current Conditions Are 
Discussed at Cincinnati 


Cincinnati: Joseph L. Osberger, sec- 
retary-treasurer, the Hamilton Co., ad- 
dressed the Cincinnati Association of 
Credit Men’s luncheon on Tuesday, Sep- 
tember 5. His subject was “Comments 
on Current Conditions.” 

The speaker had been working at the 
New York Ordnance Works in Baldwins- 
ville, N. Y., on a special project for 
some time. He made the trip to Cincin- 
nati especially to deliver this talk. 


Capt. Fielding Talks on 
Korea at First Chicago 
Association Meeting 


Chicago: Captain Michael Fielding 
paid a return visit to The Chicago As- 
sociation of Credit Men on Wednesday, 
September 13. 

Titling his talk “Crisis in Korea,” 
Captain Fielding gave an analysis of the 
United States position in that country 
and discussed the reasons why the North 
Korean attack was launched. 






















Cleveland Plans Meetings 
for Credit Exporters 


Cleveland: Foreign traders in the 
Cleveland area are arranging a series of 
monthly luncheon meetings to be October 
through May to discuss problems en- 
tountered in foreign commerce. 
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We regretfully announce the passing of these members of the Association: 
Herman Adler, Credit Manager, Williamson Candy Co., Chicago, Ill... . W. C. 
Samuels, Credit Manager, The Texas Company, Houston, Texas . 
bell, Credit Manager, John Morrell & Co., Ottumwa, Iowa. . 
Manager of Credits, Peoples National Gas Co., Pittsburgh, Pa... . 
McLean, Credit Manager, Cities Service Oil Company, Bartlesville, Okla... . 
John J. Gillen, Jr., Credit & Office Manager, Radio Station WOW, Inc., Omaha, 
. Lawrence F. Crawford, Vice-President, R. N. Crawford & Co., 
. Leonard T. Peterson, Assistant Secretary, Diamond Horse 
Shoe Co., and for several years a Director of the Duluth-Superior District Credit 
. . Pope McAdams, Vice-President & Cashier, First 
. Anton Lazaro, Sr., President & Treasurer, 
Hardwood Line Manufacturing Co., Chicago, Ill. . 
Manager, Hamm Singer Corp., Kansas City, Mo. 
dent, A. D. Schrader Company, Pittsburgh, Pa. 
ager, The Congress Hotel, Chicago, Ill. . 
Weston Biscuit Company, Passaic, N. J... . 
Treasurer, Thomas-Allec Cleaning Co., San Francisco, Calif. . . 
Hammond, Treasurer, Walter R. Hammond Co., Minneapolis, Minn. 
A. McDonald, Vice-President, Union National Bank, Kansas City, Mo... . 
David S. Hamilton, Treasurer, Hamilton Tailoring Co., Cincinnati, Ohio. 


. . Ray Camp- 
. Wilbur Acosta, 
Harry G. 


. . James Jackson, Credit 
. .. Albert D. Schrader, Presi- 
.. . William Seng, Credit Man- 


.. James V. Hayes, Secretary-Treasurer, 


George H. Engels, Secretary- 
. Walter R. 
... Richard 


E. B. M. 
we 


Subjects to be discussed include the 
foreign trade situation and outlook, ter- 
minology, credit information sources, 
terms of sale and government controls 
and restrictions. 


Federal Reserve Officer 


‘Opens Worcester Season 


Worcester: The Worcester County As- 
sociation of Credit Men opened the Fall 
season September 18 with a dinner meet- 
ing at which Dr. Alfred C. Neal, vice- 
president and director of research, Fed- 
eral Reserve Bank of Boston, was the 
guest speaker. 

Dr. Neal was formerly assistant pro- 
fessor of economics at Brown University, 
Providence, R. I., and has been director 
of research for the Federal Reserve 
Bank of Boston since 1946. 


William R. Dunn Elected 
New York Vice-President 


New York: William R. Dunn, general 
credit manager of General Foods Corpo- 
ration, has been elected a vice-president 
of the New York Credit & Financial 
Management Association. A former mem- 
ber of the Association’s board of directors, 
Mr. Dunn now succeeds E. W. Moon, Jr., 
who resigned office coincident with his 
retirement from Otis Elevator Co. 

Mr. Dunn, a veteran of thirty years 
experience in the credit field, is vice- 
chairman of the National Food Manufac- 
turers Credit Division of the National 
Association of Credit Men and a member 
of the National Food Group of the New 
York Credit & Financial Management As- 
sociation. 

He has been with General Foods Corp., 
since 1923, when he joined the credit de- 
partment of the Postum Company. 


Situation Wanted 


Office and Credit Manager—Sales executive an 
lawyer, Fordham University “A.B.”, “L.L.B.”; 
18 years managerial experience foreign and do- 
mestic trade to direct dealerships both wholesale 
and retail. Experience covers guidance in financ- 
ing, budgeting, merchandising, sales, personnel, 
budget and expense controls and financial state- 
ment analysis, also contracts and law _—_. 
Salary open. Box O-1, Credit and Financial 
Management. 


. 


Dartnell Issues 


New Edition of 
Tested Letters 


Tested Credit and Collection Let- 
ters, published by the Dartnell Cor- 
poration, Chicago, 1950 edition, 
price $7.50. 


ECAUSE collections are tighten- 
ing up, this is a valuable volume 
containing two hundred credit and 
collection letters, which have been 
given the test of actual use. They 
cover a wide variety of daily prob- 
lems of the Credit Manager and are 
usable in many types of businesses. 
The volume is made up of seven 
sections, reproducing a number of 
letters devoted to such problems as: 
(1) collection of current accounts, 
(2) delinquent accounts, (3) last 
resort letters, (4) follow-up cam- 
paigns, (5) soliciting credit infor- 
mation, (6) unusual letters, and (7) 
miscellaneous letters. 

At the bottom of each page is a 
brief description of the nature of 
the letter and a suggestion as to 
when and how the idea of the letter 
can be used to the best advantage. 


TOMORROW IS 
IN THE EAST 


(Continued from page 5) 


for foiling Stalin’s henchmen. I call 
it the Baker Program of Aid for the 
East. It is based on a ten-year pro- 
gram involving about 4 or 5 billion 
dollars which, in my opinion, could 
turn the tide in Asia in our favor. 


BELIEVE that we have more 

than done our duty in Europe. By 
comparison, the East offers a much 
better opportunity. It is but logical 
to loan money to establish a railway 
to transport manganese from mine to 
port in India, or to buy hoisting ma- 
chinery for a graphite mine in Cey- 
lon. At least we would be building 
up a standard of living. We would 
also be creating a source of supply 
for critical raw materials, and in buy- 
ing these materials would set up a 
dollar balance which would enable 
us to sell our own manufactured 
goods. 





In view of these advantages, it has 
been difficult for a great many people 
to understand our attitude toward 
the countries of the East. There 
seems to be no question in anybody’s 
mind, government or private, that 
tomorrow is in the East. No one 
doubts that these countries offer un- 
paralleled opportunities. But, to date, 
the World Bank has loaned a coun- 
try like India only $65,000,000 
which seems a pittance when consid- 
ered against the job of industrially 
developing a country of 350,000,000 
people. 

It is a strange turn of events 
which gives us the example that the 
countries of the East, had they re- 
mained colonies of Europe, would 
now be enjoying the benefits of the 
Marshall Plan. This curious situa- 
tion has implications which do not 
escape the leaders of the East. It is 
difficult for them to understand our 
attitude. It is difficult for them to 
wnderstand why we do not divert 
the products of our factories to their 
undeveloped areas since they could 
repay us with increased production 
of raw materials. It is also very 
difficult for them to understand why 
we have not yet embarked on a pro- 
gram of material assistance for their 
countries, since this kind of activity 
has been so successful in saving 
Europe from communism. 


4 OW can we expect them to ex- 

plain to their people an attitude 
which they, themselves, do not un- 
derstand and which even many 
Americans, including myself, fail to 
comprehend? I believe that for too 
many years we have been trading on 
a friendship with the East which we 
have done very little of a substantial 
nature to foster or even encourage. 
To put the matter bluntly, the coun- 
tries of the East, India particularly, 
need a charge account with their 
friend the United States. 


The time has come to stop making 
voyages of economic exploration to 
the East, to cease and desist from 
sending diplomatic scouts through- 
out this area without coming to a 
conclusion one way or the other, and 
to face up to the situation as it is 
today. 

It is time to form a joint mission 
of men from business and govern- 
ment to determine what should be 
done and what can be done to save 


40 


the East—and our own way of life 
—from the threat of communism. 
One of the regulations governing 
such a mission should oblige mem- 
bers to spend some months in each 
country being reported upon to en- 
able them to speak from first hand 
experience and to think from first 
hand knowledge. 


F ONE thing we can be sure. 

Unless we become a real friend 
of the East—and by this I mean a 
friend who knows its problems and 
strives for a better understanding of 
these problems in order to provide 
the most assistance—the East will 
take its destiny into its own hands. 


It will form its own friendships and 
its own trading partners. 


Even if we believe that commun- 
ism can exist on one side of the 
fence and that we can continue to 
exist on the other side, we must ask 
ourselves what we would do if we 
were forced to deal with Russia for 
the raw materials of the East. It is 
important for us to remember that 
the threat to democracy does not 
come only from the battleground. It 
comes from the economic front, too, 
where Russia expects to achieve her 
greatest victory. Let us make certain 
this does not happen because we 
lacked vision and lost the East to 
Russia by default. 


The Credit Man of the Future 


(Continued from Page 22) 


They feel that we are a member of 
the sales department. 
Sales departments generally, I 


would think, would accept the ef-. 


forts of credit men as being bene- 
ficial to sales whenever the sales 
department comes to respect our 
efforts as a necessary part of a sale 
and when they are convinced of that 
importance through the results of 
our efforts. Cooperation between 
sales and credit is by no means a 
one-way street. 


EN of seeming authority have 

told us that 1950 will be 
counted in history as one of our 
most prosperous years. Personally, 
I am inclined to agree. For the past 
five months, we have found an 
optimism among our dealers and 
distributors generally, which, prior 
to that time, was difficult to find. 
What business conditions will be be- 
yond 1950, I’d like not to guess. It 
seems, however, that unless we see 
to it that our positions as credit men 
become more important than at 
present, the future requirements of 
our department will be little differ- 
ent than those of today. It would be 
ridiculous to say that credit men 
should become salesmen but I do 
say that credit men must, by mature 
judgment and unceasing efforts to 
assist the sales department, improve 
their own position. 

We can, in a great measure, in- 
crease our prestige and importance 
and our usefulness in direct sales 
efforts by becoming headquarters 


for statistical information within our 
firms. In our firm, the credit de- 
partment prepares annually a survey 
covering the operations of certain 
distributors of our products. This 
survey, when completed, is for the 
purpose of assisting our distributors 
in comparing their costs of opera- 
tions and over-all profit with other 
distributors. The information is 
assembled in such a manner that a 
distributor who has contributed to 
the survey can recognize his own 
figures but does not have the iden- 
tity of the other contributors. He 
nonetheless can compare his success 
or failures with the others and 
thereby learn how efficiently he may 
be operating. The net result is that 
the credit department has invaluable 
information, the sales department 
has an effective yardstick by which 
to measure the effectiveness of vari- 
ous distributors of our products, 
and the customer is likewise bene- 
fited. Perhaps such a program is 
not specifically adaptable to all oper- 
ations, but it is a concrete example 
of sales and credit cooperation and 
mutual benefit. 

In closing, I might add that the 
credit man who keeps intelligently 
striving for that nebulous goal—the 
most sales at the greatest profit—s 
a salesman, and that yesterday, to- 
day, and tomorrow, the credit man 
who cannot think in these terms and 
base his efforts on that premise had 
best look to other fields of endeavor, 
because, at his level, the field is too 
crowded. 
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